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World News 


Germany to 
cut public 
spending 
by DM30bn 

The German government is 
planning public spending cuts 
or about DM30bn ($l9.8bn) next 
year, including elimination 
of certain tax allowances, in 
an attempt to keep the budget 
deficit under control. The 
Finance Ministry said yester- 
day that the measures repre- 
sented a “signal to tbe finan- 
cial markets" that the 
government was serious about 
making budgetary savings to 
help finance the rising cost 
of German unity. Page 16 

*: Anti-Mafia moves 

- The Italian government has 
introduced a wide-ranging 
package of legislation aimed 
at curbing the Mafia in 
response to growing public 
anxiety about organised crime. 
Page 2 

Gorbachev meeting 

Soviet President Mikhail Gorb- 
achev last night met Mr Boris 
Yeltsin, the Russian president, 
for their first peace talks since 
a damaging public rift over 
economic reform last month. 
Page 16 

Mifitia quits Beirut 

Militiamen of Lebanon's most 
powerful Christian group flat- 
tened barricades along the 
Green line last night, packed 
weapons into trucks, lifted 
mines from roads and left Bei- 
rut Page 4 

'Paris student inarch 

* Protests by French secondary 
1 school students are expected 
bo reach a new climax today 
with a massive march through 
Paris. Page 2 

Aid bids in Tokyo 

A number of foreign leaders 
in Tokyo for Emperor Akihito’s 
enthronement met Japanese 
government leaders and most 
asked for money. In Osaka in 
western Japan, two explosive 
devices went off outside the 
residence of the US consul-gen- 
eral bat bo one was injured. 

Ban on Palestinians 

Israeli defence chiefs said they 
would bar 2,400 more Palestin- 
ians in the occupied territories 
from entering Israel, following 
a spate of Arab attacks on 
Jews. Some 8,000 are already 
banned indefinitely. Page 4 

l Remembrance blaze 

iv A young man set himself 
ablaze during London ceremo- 
nies to honour British war 
dead attended by the royal 
family and political leaders. 
Police officers put out the 
flames with their coats. 

Bran navy exercises 

Iran’s navy commander 
announced plans for big war 
games next month in the Gulf, 
where an international armada 
is enforcing United Nations 
sanctions against Iraq. Rem: 
Admiral Ah Shamkhani said 
the exercise would be the larg- 
est ever held by the banian 
armed forces, 

India holds hijackers 

India will not turn two Bur- 
mese hijackers of a Thai Jetli- 
ner over to Burmese authori- 
ties and is considering their 
request fra: political asylum. 

London bomb find 

Anti-terrorist police discovered 
an estimated 50 pounds (22kg) 

' of explosives and detained an 
unknown number of suspects 
following a raid in north Lon- 
don. The explosives, other 
unspecified weapons and docu- 
ments were found in two 
parked cars, police said. 

Italian museum win 

A t tegf gn by Italian architects 
has been chosen for a museum 
to house the marble master- 
pieces of the 2^00-year-old Par- 
thenon temple and other 
ancient Greek monuments. 

A 14-member jury of architects 
and archeologists chose the 
flfrgjg n by Rome-based archi- 
tects after studying 438 bids 
from around the world. 


CONTENTS 


THE MONDAY INTERVIEW 

(n the age-old battle 
r* between rationalism 
3* and a it, Giorgetto Giu- 
°y§ giaro. the Italian car 
designer who has 
turned his hand to 
items ranging from 
Parker pens to pasta, 
puts himself on the 
side of the art- 
ists - but only Just 
Page 38 
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The chart shows the member 
currencies of the exchange rate 
mechanism measured against 
the weakest currency in the 
EMS’s narrow Z25 per cent fluc- 
tuation band. In practice, cur- 
rencies in the EMS narrow 
band cannot rise more than 
Z25 per cent from the weakest 
■currency in that part of the sys- - 
tem. Sterling and the Spanish 
peseta operate within 6 per cent 
fluctuation bands. 

SOUTH Korea’s slow pace of 
financial liberalisation and 
continued restrictions facing 
foreign financial institutions 
could prompt US retaliatory 
actum, the US treasury depart- 
ment said. Page 4 

NEW YORK: tidal wave of 
redundancies Is sweeping 
through Wall Street and hit- 
ting highly-paid investment 
bankers who profited mightily 
from the takeover boom of the 
1980s. Page 17 

CLAYTON & Dubilier, US 
leveraged buy-out boutique 
formed in the late-I970s, plans 
to open a London office before 
the end of 1990. Page 17 

N ATIONALE-Ned erlanden : 
institutional investors meet 
the Dutch insurer tomorrow 
to express dissatisfaction with 
terms of Nat-Ned’s planned 
merger with NMB Postbank. 
Page 19 

TRYGG-Hansa, Swedish insur- 
ance company, is expected to 
announce purchase of half of 
Gota, parent company of Swe- 
den’s fourtb-largest bank, shar- 
ing ownership with SPP, 
white-collar workers’ pension 
insurance fund- Page 19 

RENTA Inmobiliaria, Spanish 
construction company con- 
trolled by Italian financier 
Giancarlo Parretti, was to be 
sold to French investors for 
about Pta35bn ($373m). Page 
19 

IBERIA, state-owned Spanish 
airline, expects heavy losses 
this year, just three years after 
returning to profit Page 19. 

NORTHERN Telecom of Can- 
ada will have to pay a pre- 
mium to fund its £L9bn 
($3.68bn) acquisition Of STC, 

UK telecoms equipment manu- 
facturer. It asked four banks 
to arrange £1.5bn in financing 
for the takeover. Page 22 
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Brent Walker 
raises £30m 
to halt Gash 
flow problems 

Bankers to Brent Walker, 
troubled UK leisure company, 
agreed to provide £30m (S5Sm) 
in cash to stave off short-term 
liquidity problems. 

The 150 bankers also agreed 
to rearrange terms of the 
group’s £1.2 bn debt so that it 
can proceed with plans to raise 
£103 Jm via a bond issue later 
this week. Page 17 

EUROPEAN Monetary System: 
Sterling remained the weakest 
member of the system last 
week, trading below its central 
rate against the D-Mark. The 
Italian lira showed signs of 
pressure, with the Bank of 
Italy intervening every day 
except Tuesday to support its 
currency. The French franc 
also tended to ease against the 
D-Mark on interest rate factors. 
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Thatcher braced for leadership challenge 


By Ralph Atkina in London 

BRITAIN'S ruling 
Conservative party today faces 
one of its toughest weeks since 
1979 after a weekend in which 
the possible challenge to prime 
minister Margaret Thatcher's 
leadership by Mr Michael 
Heseltlne provoked further 
internal anxiety and dissent 

With Mr Heseltlne still con- 
sidering whether to contest the 
leadership. Conservative mem- 
bers of parliament were 
warned by Mr Norman 
Lament, chief secretary to the 
Treasury, that the parly faced 
defeat at the next election if 
Conservatives did not get “our 
act together". 

His barbed comments came 



as more Conservative MPs sup- 
ported in public the candidacy 
of Mr Heseltlne, adding to the 
bandwaggon the former cabi- 
net minister's supporters 
believe is building behind him. 

Mr Heseltine, who met 
senior officials in his constitu- 
ency of Henley in southern 
England last night, is expected 
to watch closely how the 
momentum behind his cam- 
paign increases before Thurs- 
day's deadline for nominations. 
He knows that he is likely to 
have only one chance at the 
leadership. Mr Heseltine trav- 
els to Germany today for a 
seminar and returns tomorrow 
night 


The prime minister faced 
further differences within her 
own ranks yesterday when Mr 
Kenneth Clarke, education sec- 
retary. said an education 
scheme under which parents 
would be issued with vouchers 
and allowed to choose their 
children's schools - hinted at 
in Mrs Thatcher's conference 
speech last month - was not 
on the agenda. 

Mr Richard Needham, a min- 
ister at the Northern Ireland 
Office, apologised to Downing 
Street after a telephone conver- 
sation in which, it is claimed, 
be said “I wish that cow would 
resign”, was intercepted by a 
paramilitary group in the prov- 


ince and reported in a local 
newspaper. 

Speaking an BBC Television 
Mr Lamont said the party was 
“in grave danger” of inflicting 
heavy wounds on itselt “We 
have got to unite ourselves as 
a party or we will not only not 
win the next election; we won't 
deserve to win it,” he said. 

Echoing the deep anxiety in 
the party hierarcharcy, Mr 
Tom King, defence secretary, 
said on another television's 
programme that, with the Gulf 
crisis continuing, the time 
“could not be worse” for a con 
Continued on Page 16 
Time urged to poll together. 
Page 10 






Bank of England to agree 
terms for European bank 


By Peter Norman, Economics Correspondent, in London 


Michael Heseltine: still considering whether to fight 

Uruguay Round 
threatened by 
failed farm talks 


; MR Robin Leigh- Pemberton, 
governor of the Bank of 
England, is prepared to agree 
I to the draft statutes of the pro- 
posed European central bank 
although he will express Brit- 
ish reservations about the proj- 
ect 

European Community cen- 
tral bank governors meet in 
Basle tomorrow in an attempt 
to finalise the statutes ahead of 
the December Intergovernmen- 
tal Conferences (IGC1 on politi- 
cal and economic and mone- 
tary union in Europe. 

The first item on tomorrow's 
agenda is to determine 
whether all EC governors will 
approve the draft. One senior 
European monetary official 
said last week that there was 
“no real controversy left” 
among the central bankers 
about principles underpinning 
the bank. 

Mr Karl Otto Pohl, the Bund- 
esbank president who is also 
chairman of the EC central 
bank governors’ committee, 
wants his colleagues to send a 
unanimous signal of support 
for the European central bank 
to EC leaders. 

However, because the bank 


would eventually assume 
responsibility for monetary 
policy throughout Europe, any 
decision by Mr Leigh-Pember- 
ton to agree to the draft will 
stir political controversy in 
Britain, especially among those 
who oppose the loss of sover- 
eignty to EC institutions. 

There is already agreement 
that it should be a powerful, 
independent, federal organisa- 
tion, more specifically wedded 
to the goal of price stability 
than even the Bundesbank. 

However, some important 
technical details remain on 
tomorrow’s agenda. Including: 

• the procedure for pooling 
national reserve holdings in 
the b ank; 

• the distribution of power 
between the bank's executive 
board and the national central 
bank governors who would 
make up its council; 

• the operational role left to 
the national central banks in 
the system; 

• the European bank’s 
exchange rate policy vis-a-vis 
the dollar and yen; and 

• how far it should supervise 
the financial system in the 
member states. 


The governors will have to 
decide whether all these points 
need to be clarified in detail 
before submitting the statutes 
to EC leaders for approval 

Mr Leigh-Pemberton, whose 
decision to sign the Delors 
report on economic and mone- 
tary union last year caused a 
political furore in Britain, 
favours greater independence 
for central banks, including 
the Bank of England, But he 
will be careful to make clear in 
Basie that the British govern- 
ment supports neither the 
European central hank nor the 
single currency. 

His approach will be that the 
draft statutes are a contin- 
gency exercise for when the EC 
governments and people decide 
to set up such a body. 

He will also press Britain's 
case that the hard Ecu parallel 
currency and a European Mon- 
etary Fund (EMF) are the best 
way of progressing from the 
current first stage of economic 
and monetary union to even- 
tual union. 

Here he will be at odds with 
Mr Pfihl, who last week in Lon- 
don rejected the hard Ecu and 
the EMF as “providing the 


worst possible recipe for mone- 
tary policy in Europe.” 

Mr Pohl has been the force 
behind drawing up the detailed 
European central bank blue- 
print A vital part of his strat- 
egy is to make the text of the 
central bank statutes an inte- 
gral part of the new EC treaty 
on economic and monetary 
union to be decided by the IGC. 

This is particularly impor 
tant because achieving Euro- 
pean monetary union could 
take years. If there is to be an 
early move to union, Mr Pohl 
would favour a core group of 
countries - Germany, France, 
Benelux and possibly Denmark 
and Ireland - irrevocably fix- 
ing their exchange rates. 

Mr Pohl’s goals conflict with 
both the EMF proposed by Mr 
John Major, Britain's Chancel- 
lor of the Exchequer, and the 
vaguely defined “new Commu- 
nity institution.” for the begin- 
ning of stage two of monetary 
union envisaged in the commu- 
nique of last month's Rome 
summit of EC leaders. 

Yesterday, Mr Major 
renewed his attack, saying the 
case for a single currency in 
Europe had not yet been made. 


By William DulHorce in Geneva 


US may delay resolution on Gulf action 


By Lionel Barber in Washington 


THE US is ready to delay 
seeking a UN resolution 
authorising the use of force 
against Iraq, amid differences 
within the mul tinational coali- 
tion over whether to launch a 
military operation to drive 
Iraqi forces out of Kuwait 
This has emerged following 
the visit to the Gulf and 
Europe just completed by Mr 


James Baker. US secretary of 
state. It became clear during 
that visit that the Soviet Union 
and France are far more 
ambivalent about offensive 
action than Britain and the 
front-line Arab states such as 
Saudi Arabia and Egypt 
Despite a solid consensus on 
the need to end Iraq's occupa- 
tion of Kuwait, there are also 


differences on the effectiveness 
of sanctions and the length of 
time it would take them to 
work before turning to war, Mr 
Baker said in Paris before fly- 
ing home. 

These findings - coupled 
with evidence of misgivings in 
the US Congress about the 
prospect of war - reinforce the 
impression that the US still 


has to make its case at home 
and abroad before it can under- 
take a military operation 
against Iraq with confidence . 

Mr Sam Nunn, the Democrat 
who chairs the Senate Armed 
Services Committee, called on 
Mr Bush last night to justify 
Continued on Page 16 
Gulf crisis. Page 3; Worst sce- 
nario, Page 16 


THE trade liberalising 
initiative, the Uruguay Round, 
which started four years ago, 
was brought to the verge of 
collapse over the weekend by 
the breakdown of international 
talks on the reform of farm 
trade. 

Negotiators said only 
changes of policy and fresh 
instructions this week from 
Washington and Brussels could 
resolve the impasse over agri- 
culture which has pitted the 
European Community against 
the US and the Cairns Group of 
14 farm-exporting nations led 
by Australia. 

The talks on the agricultural 
components of the General 
Agreement of Tariffs and 
Trade (Gatt) were broken off in 
Geneva on Saturday. The 
threat to the Gatt talks has 
compounded concerns about 
the outlook for the world econ- 
omy provoked by the Gulf cri- 
sis and the rise in oil prices. 

Mr Arthur Dunkel, Gatt 
director-general, will today 
convene a special meeting of 
the Trade Negotiations Com- 
mittee, governing body for the 
Uruguay Round, at which he 
will spell out the perilous state 
of the talks. 

He is expected to point out 
that the talks are blocked in 
several other areas, such as 
services, textiles and clothing 
and tariff reductions, as well as 
in agriculture. Mr Dunkel will 
stress that the blame does not 
lie entirely with the EC posi- 
tion on farm reform. The US 
has been particularly difficult 
over liberalisation of trade in 
services, he will say. 

With only three weeks left to 
the final Uruguay Round meet- 
ing in Brussels, when trade 


Mr Clayton Yeutter, US 
agriculture secretary, is 
expected to tell European 
Community ministers this 
week that the failure to 
reach agreement on farm 
trade liberalisation could 
lead to confrontation among 
the world's largest prodne- 
ers. Page 16 

ministers are due to complete 
the talks, the breakdown of 
agriculture talks presages a 
hectic week for trade diplo- 
macy between the EC and US. 

The issue is almost certain 
to loom large at a meeting in 
Washington on Tuesday 
between US President George 
Bush. Mr Jacques Delors, presi- 
dent of the EC Commission 
and Mr Giulio Andreotti. prime 
minister of Italy which bolds 
the EC presidency. 

The agriculture talks were 
broken off only three days 
after the EC had tabled its 
long-delayed proposal to 
reduce farm subsidies by 30 per 
cent over 10 years from 1986. 
The US and the Cairns Group 
have called for cuts of 90 per 
cent in export subsidies and 75 
per cent in other form supports 
over 10 years from 1991-92. 

Cairns Group ministers have 
given the EC until this Thurs- 
day to demonstrate its serious- 
ness about negotiating farm 
reform. On that day, they 
would reassess their attitude to 
the whole Uruguay Round, 
they said. The group comprises 
Argentina, Australia, Brazil, 
Canada. Chile, Colombia, Fiji, 
Hungary, Indonesia, Malaysia. 
New Zealand, the Philippines, 
Thailand and Uruguay. 
Editorial comment, Page 14 


International airlines force UK 
to speed up review of policy 


By Paul Betts, Aerospace Correspondent in London 


THE British government has 
been forced to speed up a 
sweeping review or UK civil 
aviation policy because of pres- 
sure from the US and interna- 
tional airlines to reform exist- 
ing rules restricting access to 
London's Heathrow, the 
world's busiest international 
passenger airport 

Any change in the Heathrow 
rules is expected to entail a far 
broader review of British avia- 
tion policy. To this end the 
government has asked the 
Civil Aviation Authority to 
draw up recommendations by 
January on the controversial 
issue. 

It has also commissioned a 
consultants' report on the pos- 
sibility of introducing market 
mechanism for the distribution 
of scarce take-off and landing 
times or “slots” at Heathrow 
and the other main London air- 
port. Gatwick- 

UK and US government offi- 
cials will hold preliminary 
talks in London this week, to 
be followed by more negotia- 
tions in Washington later in 


the month, in an attempt to 
revise the bilateral agreement 
on air services between the 
two countries. 

The US is expected to ask 
the British government this 
week to allow United Airlines, 
the largest US carrier, to take 
over the Heathrow landing 
rights of Pan American, the 
financially troubled US airline. 

United agreed last month to 
buy Pan Am's North Atlantic 
routes to London for $4 00m. 
But the rules on landing rights 
for the London area prohibit 
new international scheduled 
airline services at the heavily 
congested Heathrow. 

The US is arguing that 
United would be replacing Pan 
Am at Heathrow and should 
therefore be granted permis- 
sion to fly into the airport It is 
also worried by the financial 
repercussions on Pan Am in 
the event of a lengthy delay 
and possible collapse of the 
United deal 

UK government officials 
insist that under existing regu- 
lations, United cannot operate 


out of Heathrow and like many 
other international airlines 
would have to fly to Gatwick. 

American Airlines, which 
has also offered to buy the Fan 
Am London routes, acquired 
Trans World Airways' Chicago- 
Heathrow route earlier this 
year for S200m but was told it 
could fly only to Gatwick. 

Apart from American Air- 
lines. several other interna- 
tional carriers at present con- 
fined to Gatwick are 
clamouring for rights to fly 
into Heathrow. 

The UK carrier Virgin Atlan- 
tic Airways Is also keen to 
operate long-haul services from 
Heathrow rather than from 
Gatwick. 

The UK is expected to use 
the negotiations with the US to 
press its claims for access into 
the large domestic US airline 
market for British carriers. 

British Airways has long 
campaigned for the opportu- 
nity to operate in the domestic 
market to generate traffic feed 
for its transatlantic services. 
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Business Travel: Recession has 
forced tighter control, but the 
industry denies evidence of cuts. 
World Oil Industry: Responding to 
the Gulf crisis. 




Business 

Travel 

See separate section today 


Finland: Anxieties rutile the 
surface calm. The cause Is less 
recession or the EC than fear of a 
winter invasion by half a million 
starving Russians. 


Luxembourg: Conservative, 
prosperous - and keen to keep it 

that way. 

Catalonia: Beautiful and 
populated by some of the most 
creative and industrious people in 
Europe. Pity about the 

persecution complex. 


£1 BILLION 

PROPERTY 

OPPORTUNITIES 

In seventeen prime locations across England one 
organisation has over £1 billion worth of property 
opportunities for industrial and commercial 
businesses, investors and developers. 

The prime locations are the English New Towns 
of Basildon, Bracknell, Central Lancashire, Corby, 
Crawley, Harlow, Hatfield, Hemel Hempstead, 
Northampton, Peterborough, Redditch, Runcorn, 
Skelmersdale, Stevenage, Warrington, 

Washington, Welwyn Garden City. 

The one organisation is the Commission for the 
New Towns. For further information dial 100 and 
ask for Freephone CNT Property Centre. 


COMMISSION FOR THE NEW TOWNS, 
PO BOX 176, LONDON SW15- 1BU. 
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INTERNATIONAL NEWS 


Gorbachev and Yeltsin exchange views over economic reform 


By Uyls Boulton In Moscow 

SOVIET President Mikhail 
Gorbachev last night met Mr Boris 
Yeltsin, the Russian president, for 
their first peace talks since their 
damaging public rift over emnnmir 
reform last month. 

The meeting could herald a long- 
awaited reconciliation between the 
men who are respectively the Soviet 
Union’s most powerful and popular 
politicians. It Is widely believed that 
coherent economic reform and sue* 
cessful negotiations for a new union 
treaty are impossible without an alli- 


ance between the two men. 

Mr Nikolai Ryzhkov, the Soviet 
prime minister whose resignation 
has been demanded by Mr Yeltsin as 
a pre-condition for successful 
reform, was also present at the meet- 
ing together with his Russian coun- 
terpart, Mr Ivan Silayev. 

Underlining the gravity of the eco- 
nomic collapse, the country's two 
biggest cities, Moscow and Lenin- 
grad. considered plans for extending 
limited rationing to a much wider 
range of goods. The leadership of the 


Leningrad city council put the pro- 
posal on the agenda for a foil session 
beginning today. 

Leningrad provides a good illus- 
tration of the need to bring together 
an all-anion reform strategy nod the 
more radical timetable sought by the 
parliament of the Russian Federa- 
tion. Radicals in the Leningrad city 
council say that if the Kremlin and 
the Russian Federation fail to agree 
on tough measures to control infla- 
tion and strengthen the rouble, they 
will have to try to implement their 


own market reforms in isolation. 

While the Soviet parliament's 
“basic directions" for reform allow 
republics wide scope to implement 
market reforms, the centre has a 
Crucial role to play in strengthening 
the rouble and controlling inflation. 

Mr Yeltsin last month described 
the basic directions put together by 
President Gorbachev as catastrophic. 
He then went off to a Baltic resort to 
convalesce from a car crash, leaving 
the Russian gove rnmen t to try to 
revise its radical 500-day pro- 


gramme. It is supposed to come up 
with alterations by Thursday to take 
into account the Soviet parliament's 
rejection of the programme and 
recent price rises which have 
already invalidated its anti-inflation 
strategy. 

President Gorbachev has mean- 
while proceeded with a series of 
decrees ordering market reforms. 
But it is dear that economic reform 
has been in limbo as both Soviet 
enterprises and western investors 
have tried to work out who is in 


charge of the transition to a market 

e ^°Siiayev said recently that Rus- 
sia had invited President Gorbachev 

to meet the leaders of the 
parliament and government m order 
to resolve differences over economic 
reform. Preparations for such a 
meeting were also possibly on yes- 
terday’s agenda. , . 

Mr Gorbachev needs the support 
of the Russian Federation to finalise 
a union treaty fixing the relations 
between republics. 


Socialists 
struggle 
to adapt 

SPAIN'S ruling Socialist 
Workers Party (PSOE) ended 
Its 32nd congress on a mixed 
note in Madrid yesterday - 
abolishing obligatory member- 
ship of tbs socialist trade 
imto*| , the UGT. but failing to 
elect any liberal ministers to a 
new, larger party executive, 
writes Peter Bruce. 

The party wait a long way 
towards Its own the 

social democracy practised by 
the government and its leader, 
Prime Minister Felipe Gonz- 
alez, who opened the meeting 
with loud praise for the effi- 
ciency of liberal market econo- 
mies, The congress approved, 
almost without debate, a 
motion ending more than a 
century of obligatory member- 
ship for party members of the 
UGT. The party and onion 
have moved for apart in the 
last three years over the con- 
servative drift of government 
economic policy. 

But Mr Gonzalez, in the end. 



Felipe Gonzalez strikes a triumphant pose at his party’s congress in Madrid 


was careful not to move ahead 
of his socialist flock too 
quickly. 

He warned that while “the 
communist answer has failed, 
the questions it addressed still 
exist” and his deliberately 
obtuse call for a “ren o v a tion" 
of ideas in the party did not 
translate into a dear victory 


for free marketeers in the gov- 
ernment 

A number of ministers. 
Including Mr Carlos Solchaga, 
tha ttnanwi minister, pwfl Mr 
Javier Solatia, the education 
minister, have been call lug for 
a wider party execu ti v e with 
greater cabinet representation 
to counterbalance the disci- 


plined ideological party rule of 
deputy Prime Minister Alfonso 
Guerra. Although the congress 
increased the 28-member exec- 
utive to 31 people, no new 
ministers were elected. Only 
one new member, Mr Raimon 
Obiols, the Catalan socialist 
leader, has a liberal track 
record. 


French students prepare for Paris protest march 


PROTESTS by French 
secondary school students, 
who have put heavy pressure 
on the government, are expec- 
ted to reach a new cllma* 
today with a massive march 
through Paris, writes Ian 
Davidson. 

Students are expected to 
arrive from all over France, 
after bargaining with local rail- 
way officials for cheap return 
tickets. Some observers expect 
that the march from the Bas- 
tille to the Rond-Point of the 
Champs-Elysfies. not far from 
the ElysSe presidential palace, 


may attract as many as 300,000 
students. 

The timing of the students' 
protests comes at a particu- 
larly delicate moment for the 
government, as the drawn-out 
parliamentary battle over the 
1991 budget is expected to spill 
over into an opposition censure 
motion next week. The govern- 
ment is also harassed by wide- 
spread hostility from the 
unions and from the opposition 
parties to its plan for a new tax 
to reform the method of financ- 
ing the social security system. 

The government is at a loss 


how to contain the students’ 
protests, as basically it accepts 
the legitimacy of their com- 
plaints about the dilapidation 
of school buildings, over- 
crowding of class-rooms, short- 
age of teachers and violence on 
school premises. Expansion, 
reform and modernisation of 
the education system is 
already the government’s top 
priority. The education budget 
is growing much faster than 
inflation and will overtake the 
defence budget for the first 
time next year. 

Even if the government 


increased the education bud- 
get, it could not produce 
instant answers for the stu- 
dents' complaints. Mr Lionel 
Jospin, the education minister, 
is attempting to defuse the pro- 
tests by seeking negotiations 
with the students. 

But it is not dear that the 
unofficial student committees 
have any mandate to engage in 
negotiations. What is clear, is 
that the students are enjoying 
the demonstrations, which 
have remained remarkably 
non-violent and been treated 
with kid gloves by the police. 


Immigrants’ 
law adopted 
by Rome 

By John Wyles in Rome 

LEGAL immigrants into Italy 
from outside the European 
Community are to be guaran- 
teed equality of health care 
and new educational and hous- 
ing benefits under a draft law 
adopted by the government at 
the weekend. 

The proposed legislation is 
the second pillar to a restric- 
tive immigration policy involv- 
ing visas and frontier controls 
which Rome adopted earlier 
this year to move closer into 
line with other EC countries 
and to respond to growing con- 
cern about immigration levels. 

Racial tensions between the 
domestic population and North 
African immigrants have been 
multiplying. The absence of 
housing provision has also 
sparked clashes between immi- 
grants themselves. 

Following an amnesty which 
encouraged illegal immigrants 
to declare themselves, Mr Clau- 
dio Martelli, the deputy prime 
minister, said at the weekend 
that 549,000 extra-EC immi- 
grants were now officially resi- 
dent in Italy. Under the new 
law, they will have equal 
rights with Italians to health 
service treatment while their 
children should benefit from a 
more intensive teaching of the 
Italian language in schools. 

The civil protection ministry 
has been charged with examin- 
ing all diK iiiwri public buildings 
with a view to their conversion 
into hostels and housing units 
for homeless immigrants. 

According to Mr Martelli, 
tougher policing of immigra- 
tion this year his doubled the 
numbers who have been 
refused entry at Italy's borders. 


Italy introduces new 
anti-Mafia laws 


By John Wyles 

THE Italian government has 
introduced a wide-ranging 
package of legislation aimed at 
curbing tbe Mafia in response 
to growing public anxiety 
about organised crime. 

Although the coalition led by 
Mr Giulio Andreotti promised 
an anti-Mafia drive when it 
came into office 16 months ago, 
its action has been largely 
prompted by a number of out- 
rages over the past two 
months. These have included 
the murders of Sicilian magis- 
trates and businessmen. 

Eight measures have been 
wrapped up in a new decree 
law which comes into force 
immediately. One of its priori- 
ties is to limit the workings of 
the so-called Gozzini law which 
has angered public opinion by 
the ease with which members 
of the Mafia and terrorists can 
obtain partial liberty after 
serving just a few years of 
their sentences. 

For the next five years, such 
benefits have been suspended 
for those convicted of mass 
killings, kidnapping, drug traf- 
ficking, association with the 


Mafia and terrorism. Also, 
those in custody after being 
accused of such crimes will not 
be allowed house arrest. 

Maximum prison sentences 
for those convicted of Mafia 
crimes are to be increased by 
between one-third and one-half 
as will be penalties for those 
who induce children under the 
age of 14 to participate in 
crime. In an attempt to raise 
police effectiveness, special 
task forces will be created 
which will bring together the 
state police, the carabinieri 
(the military police) and the 
Guardia di Finanza, which 
rivals with financial crime. 

Among the other measures 
is a law to give proper protec- 
tion to those who Inform on 
the Mafia, and an attempt to 
clamp down on the award of 
public contracts to companies 
controlled by organised crime 
which increases the powers of 
scrutiny of prefects over the 
decisions of local authorities. 

The government is also 
expected to Issue a decree 
which at discouraging the 
recycling of illicit drug profits. 


WORLD ECONOMIC INDICATORS 
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Bulgaria’s 
ruling party 
thrown into 
turmoil 

By Judy Dempsey 

in London 

BULGARIA’S ruling Socialist 
(former communist) party was 
thrown Into turmoil at the 
weekend following the defec- 
tion of 17 deputies who have 
net un their own breakaway 
partyin a move which is likely 
to add further pressure on Mr 
Andrei Lukanov, the prime 
minister, to resign. 

Their detection leaves the 
BSP with 206 s eats, or a par- 
liamentary majority of five. 
The UDF, which Is a loose 
grouping of 13 political move- 
ments, ai *d which has 144 of 
the 400 seats In Parliament, 
will almost certainly use the 
splits in the BSP to oust Mr 
Lukanov from power. 

Although Mr Lukanov 
remains one of the few compe- 
tent Uriahs to run the gov- 
ernment, the UDF believes 
the BSP has not gone far 
enough In dis man tlin g the dd 
communist party apparatus. 

The UDF has repeatedly 
ruled out any coalition, 
despite cafls by Mr Lukanov 
that he needs Its support for 
economic reforms. 

But last week, the UDF 
launched an attack on the gov- 
ernment by saying it would 
supp o rt the reforms If it was 
given the prime ministership, 
as well as the defence. Interior 
and foreign policy ministries. 
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Britain may boost ground 
forces in Gulf build-up 
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By David White, Defence Correspondent 

MU TOM KING, the British fT^^w'Bss 
defence secretary, said yester- : -"n > » v 
day the UK was considering 
sending more ground forces to * 
bolster the 16.000 soldiers, sail- 
■ ors and airmen it has already 
sent to the Gulf. 

He also threatened severe 
retaliation against Iraq if Presi- 
dent Saddam Hussein resorted 
to use of chemical weapons. "It 
would be the stupidest thing 
that he could do.” he said. It 
would have "very, very grave _ UK 

consequences indeed for Iraq.” X til 

Mr King, who is due to ** 
arrive on a three-day visit to 230,000-stron, 
Saudi Arabia and the United to 200.000. 
Arab Emirates today, said one It is thoug 
purposes of his visit was to ish forces 
determine what would be the another regi 
most helpful additional contri- and another 
bution from the UK. with Warrio 

The decision to contemplate vehicles t< 
extra force deployments fol- Armoured I 
lows the announcement last alongside US 
week of large US reinforce- eastern Saud 
ments, expected to increase the There has 







THE GULF 

230,000-strong US force by up 
to 200.000. 

It is thought that extra Brit- 
ish forces might include 
another regiment of 60 tanks 
and another battalion equipped 
with Warrior combat fighting 
vehicles to join the 7th 
Armoured Brigade deployed 
alongside US marines in north- 
eastern Saudi Arabia. 

There has also been specula- 


tion Britain might send a third 
squadron of Tornado GRl 
bombers to the region, consid- 
ered the most useful of the UK 
aircraft sent to the Gulf. 

Officials indicated that a 
Tornado squadron could be 
despatched within days, but 
that an additional ground force 
would take longer to prepare. 

Mr King said yesterday there 
were already “a lot" of allied 
aircraft and further British 
efforts were more likely to 
concentrate on land forces. 

The only thing that might 
make President Saddam with- 
draw from Kuwait was "the 
realisation that he faces the 
certainty of force," he said. 

Britain did not want to sec 
force used, but the allies could 
not "sit there and do nothing.” 
They had to give Mr Saddam 
"reasonable time” to leave 
Kuwait but the Iraqi leader 
had already used up a lot of 
that time, he said. 


Chinese envoy 
seeks peaceful 
solution to crisis 

By Lamis Andont in Baghdad and Tony Walker 
in Amman 
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US marines play volleyball as they enjoy a day off during the weekend in the eastern Saudi desert 



• PLO to help 
Palestinians 
in Kuwait 

AN OFFICIAL of the Palestine 
Liberation Organisation will 
visit Kuwait for the first time 
since the Iraqi invasion to try 
to help the large Pales tinian 
community there, Reuter 
reports from Tunis. 

Mr Yasser Abd Rabbo. PLO 
executive committee member, 
will go to Iraq and Kuwait to 
discuss ways of assisting 
them. About 350,000 Palestin- 
ians used to live in the emirate 
but tens of thousands have left 
since the August 2 invasion. 

Kuwait's wealthy and enter- 
prising Palestinian commu- 
nity, one of the PLO's main 
sources of funds, is now nearly 
t destitute and threatened with 
i hunger, PLO officials said. 
' Food supplies have been 
affected by the international 
embargo against Iraq and 
load bank accounts have been 
frozen. 

The Palestinian community 
in Kuwait had lost money and 
goods worth $4bn, a PLO 
spokesman said. Also affected 
are residents of the Israeli- 
occupied territories, who 
received $1.25 bn a year from 
relatives in Kuwait. 


EC to launch drive to win hostages’ release 


By David Buchan in Brussels 

THE European Community is 
today expected to launch a dip- 
lomatic drive to persuade Iraq 
- through third parties - to 
let UN representatives go to 
Baghdad to negotiate for the 
release of western hostages. 

EC foreign ministers will 
make an immediate start to 
their new strategy of mounting 
maximum pressure on Iraq to 
accept UN mediation on the 
hostages, when they meet with 
their counterparts from the 
Arab Maghreb later today in 
Brussels. At least two Maghreb 


states - Algeria and Tunisia 
- are considered sympathetic 
to Baghdad and may have 
some influence. 

Last week political directors 
in the 12 EC foreign ministries 
agreed the best way of putting 
an end to Iraq’s divisive tactics 
of dealing with freelance west- 
ern emissaries was to get the 
UN involved. So far the Iraqi 
government has refused to talk 
about hostages with any UN 
representative, because of the 
world body’s repeated resolu- 
tions demanding an Iraqi pull- 


out from Kuwait 

To get Baghdad to change its 
mind, the EC should now 
approach any and all conceiv- 
able intermediaries, in the 
Arab or Moslem worlds or in 
the non-aligned movement the 
political directors suggested. 

Today's meeting with Magh- 
reb ministers, in the midst of 
the regular EC foreign ministe- 
rial council, is made very 
timely by the Gulf crisis, but 
has been long planned. The 
five Maghreb states, Mauri- 
tania, Morocco, Algeria, Tuni- 


sia and Libya, will want to 
hear what EC governments 
think of the European Commis- 
sion’s plans to double grants, 
increase loans and improve 
market access for countries 
around the Mediterranean rim. 

These Mediterranean plans 
are. however, bogged down in 
an internal EC argument that 
will not be resolved today. 
Northern EC states favour 
trade rather than aid (coming 
mostly out of their pockets), 
while southern EC states pre- 
fer aid rather than trade (com- 


peting mostly with their prod- 
ucts). 

The EC is generally ready to 
help the Maghreb integrate in 
its own image, even though 
one of the Maghreb states. 
Libya, has no relations with 
either the EC or the UK. 
Britain has said it will block 
any aid specifically earmarked 
for Libya in advance of Tripoli 
publicly renouncing its atti- 
tude to terrorism, but has no 
objection to Libya indirectly 
benefiting from technical EC 
aid. 


QIAN Qicben. the Chinese 
foreign minister, arrived in 
Iraq yesterday in an attempt 
to persuade President Saddam 
Hussein to withdraw his 
forces from Kuwait and so 
avert a war in the Guff. 

Qian, the most senior repre- 
sentative of the five perma- 
nent members of tbe UN Secu- 
rity Council to visit Baghdad 
since Iraq’s seizure of Kuwait, 
appealed in Amman on Satur- 
day for renewed efforts to 
"find a peaceful settlement of 
the crisis”. 

He said his country could 
not be rushed into a UN vote 
authorising the use of force 
against Iraq. 

China has been the most 
reluctant of the Security 
Council's permanent mem- 
bers to endorse an offensive 
by tbe multinational forces 
ranged against Mr Saddam. 

"Any Security Council 
approval for military action 
would need intense consulta- 
tions as such a matter cannot 
be easily put to a vote,” Qian 
said. 


Iraqi officials want Qian's 
visit to strengthen the hand 
of those who advocate a nego- 
tiated settlement to the crisis. 
In particular, they hope China 
will exercise its veto to block 
any new resolution authori- 
sing an offensive against Iraq. 

President Saddam, in an 
interview with ITN. repeated 
his desire to link negotiations 
over the Gulf crisis with the 
Palestinian issue. Iraq has 
annexed Kuwait and repeat- 
edly ruled out any pullback, 
but implicit in its offer of 
linkage is the withdrawal of 
Iraqi forces coupled with the 
withdrawal of Israel from the 
occupied territories. 

“We are ready to enter into 
a deep dialogue as to the 
requirements for security in 
our region.” he said when 
asked if he would withdraw 
from Kuwait. 

"We are confident that 
those parties will decide seri- 
ous and deep solutions to all 
the issues, in the forefront of 
which will be the Palestinian 
question." 


Bush faces renewed 
Congress pressure 


By Lionel Barber in Washington 


Alarmed Arabs step up effort to negotiate peace 


By Tony Walker in Amman 

FOREIGN Ministers of leading 
Arab nations opposed to Iraq 
have launched what may prove 
a last-ditch effort to find an 
“Arab solution" to the Gulf cri- 
sis and forestall outbreak of 
war. 

Meeting in Damascus at the 
weekend, representatives of 
Egypt, Saudia Arabia and 
Syria discussed ways President 
Saddam Hussein might be 


encouraged to withdraw his 
troops from Kuwait. 

The meeting, the second in 
as many weeks between Prince 
Saud al-Faisal of Saudi Arabia, 
Egypt’s Dr Esmat Abdel-Me- 
guid and Mr Farouq al-Sharaa 
of Syria coincided with an 
urgent call by King Hassan of 
Morocco for an Arab summit to 
debate the Gulf crisis. 

Morocco’s ruler appealed to 


heads of state to "give peace a 
last chance and meet at a sum- 
mit on the basis of what the 
interna tonal community has 
decided." This was a reference 
to demands that Iraq uncondi- 
tionally withdraw from 
Kuwait, allow reinstatement of 
the Kuwaiti government and 
release all hostages. 

Renewed Arab efforts to find 
a peaceful solution to the crisis 


reflect growing Arab alarm 
that tbe region may be plung- 
ing headlong into a disastrous 
conflict and that unless some- 
thing is done quickly it will be 
too late. 

An Arab diplomat in Damas- 
cus was quoted as saying that 
“the ministers will seek every 
way possible to provide a 
chance to the Iraqi officials to 
reconsider their position and 


realise the dangers threatening 
the region as a result of their 
insistence on continuing their 
occupation of Kuwait.” 

Damascus radio urged Iraq 
to quit Kuwait and called for 
joint Arab action to avoid war. 
“A unified Arab position 
should be reached on a just 
and peaceful settlement that 
would stop the drums of war 
which are beating every day." 


PRESIDENT George Bush 
yesterday faced growing calls 
from members of Congress to 
explain in greater detail his 
decision to send over 150.000 
more troops to the Gulf. 

Amid concern that the US 
may be sliding toward a war 
with Iraq, several Democratic 
leaders advised Mr Bush to for- 
mally seek Congressional sup- 
port. perhaps even authorisa- 
tion. before opening hostilies 
with the Baghdad regime. 

Mr Bush is to hold talks with 
Democratic and Republican 
leaders on Wednesday at the 
White House. 

Despite some misgivings 
about the latest escalation and 
much loose press and televi- 
sion comment about the paral- 
lels with Vietnam, support for 
convening a special session of 


Congress seems thin. Many 
members believe conflict is at 
least two months away and do 
not want to debate a hypotheti- 
cal question. 

Senator George Mitchell, 
Democratic majority leader, 
said he believed Mr Bush had 
yet to make a decision on 
whether to go to war. “The 
intention is to use the threat of 
war to prevent war,” he said. 

Mr Lee Hamilton, a widely 
respected Democrat member 
said: “We’ll probably hit a very 
critical point, probably early 
□ext year, where we might 
have to make that awful deci- 
sion whether to go in or get 
out. . . I would not want the 
President to make that deci- 
sion himself. 1 would want as 
broad a base as possible, inter- 
nationally and domestically.” 
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Much the same as us no doubt. 

Weekend FT’s Nicholas Lander enjoyed his 
creamy Venetian seafood risotto and stew of 
young eels in bay leaves - where else but 
under a mural of Greed. Our editor Geoffrey 
Owen went back to school. John Brennan 
viewed the largest and most expensive house 

What did you 
get up to 
this Weekend? 

on the property market but at £25 million 
decided not to buy. Novice diver Richard 
Donkin took the plunge amongst fearless 
barracuda in Curacao. Stuart Marshall drove 
the new Lotus Carlton for the first and, he 
hopes, last time. Michael “spend, spend, 
spend” Thompson Noel went on a spree with 
a king’s salary - Lord King’s ... and so it 
went on. 

If your weekend was a little less 
colourful pick up a copy of the Weekend FT 
next Saturday and join us. 
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NEWS IN BRIEF 


Militiamen 
pull out 
of Beirut 

Militiamen of Lebanon's most 
powerful Christian group flat- 
tened barricades along the 
Green Line last night, packed 
weapons into tracks, lifted 
mines from toads leading to 
the Moslem sector and left Bei- 
rut, Reuter reports. 

The Lebanese Forces, a 
10, 000-man private army led 
by Samir Geagw, was expec- 
ted to complete its withdrawal 
from the capital in a Caw days. 
Zt Is one of the last main 
groups leaving the city under 
a plan to restore gover n ment 
control after 15 years of civil 
war. The Shiite Moslem Hiz- 
ho llah (Party of God) Is the 
other. It has evacuated several 
positions and abandoned a 
major barracks in Beirut's 
southern suburbs. 

Chandra Shekar 
names deputy 

Mr Chandra Shekar, who was 
sworn In on Saturday as 
India’s new Prime Minister, 
has named only one other 
member of his cabinet. He is 
Mr Devi Lai who was dis- 
missed as deputy prime minis- 
ter by Mr V.P. Singh and now 
resumes his former post, David 
House go reports from New 
DelhL 

Mr Chandra Shekhar Is not 
expected to Mnw other mem- 
ben of his cabinet until later 
this week. He is to seek a vote 
of confidence before a special 
session of parliament on Fri- 
day. The delay is to enable 
him to broaden his govern- 
ment as far as possible beyond 
the 60 or so members of his 
own Janata Dal faction and to 
consult with the Congress 
party over his team. Mr Devi 
LaL who was at the centre of 
the conspiracy to overthrow 
former Prime Minister V.P. 
Singh, is also expected to get 
back his post of Minis ter of 
Agriculture. 

Israel plans to bar 
more Palestinians 

Israel Intends to increase the 
number of West Bank and 
Gaza residents barred from 
entering the country by 2,000 
to 10,000, in response to a 
recent upsurge of violence, 
Judy Malts reports from Jeru- 
salem. 

Mr Slmmil Goren, the min. 
istry*s co-ordinator of affaire 
for the occupied territories, 
said the list included Palestin- 
ians with past records of crim- 
inal or security-related 
offences. 

"According to the assess- 
ment of tim secoxtty forces and 
tiie police, these people repre- 
sent a potential risk," he said. 

About 8,000 Palestinians, 
primarily residents of the 
Gaza Strip, have already been 
issued special green identiflca- 
Uon cards, which prevent 
them from entering Israel. 
According to Mr Gann, over 
2,000 new green cards will 
now be Issued. 

Some 120,000 Palestinians 
crass the green line each day. 


Curbs on Seoul’s financial 
liberalisation disappoint US 


By John Ridding in Seoul 

SOUTH Korea’s slow pace of 
financial liberalisation and 
continued restrictions facing 
foreign financial institutions 
could prompt retaliatory action 
from the US, a senior US offi- 
cial warned yesterday. 

Mr Charles Dallara, the trea- 
sury department's assistant 
secretary for international 
affair s, said he had been disap- 
pointed by the response of his 
South Korean counterparts 
during two days of talks on a 
wide range of financial issues. 

“The frustration level In 
Washington is high,” he said. 
1 hope the Korean side will 
reflect further.” 

Mr Dallara said he did not 
regard retaliation as a produc- 
tive way of opening markets. 
But there would be increased 
congressional pressure for 
action, including passage of 


the Riegle bill providing, for 
retaliatory measures 
countries which discriminate 
against US financial institu- 
tions. . 

Subjects discussed during 
the bilateral talks included 
increased access to funding for 
foreign banks operating in 
South Korea, easing of regula- 
tions about extension of 
branch networks, liberalisation 
of rapffai flows and opening of 
the domestic securities market 

Mr Dallara said progress had 
been made in some areas. He 
cited the South Korean govern- 
ment’s reaffirmation of its 
commitment to open the coun- 
try’s capital markets to direct 
f oreig n investment in 1992 as 
"one of the most positive 
results” of the talks. 

The South Korean govern- 
ment said it would open 


LEBANON’S central bank is 
pressing strongly for new legal 
powers to deal with the liquid- 
ity problems faced by some of 
the country’s banks following 
a decade and a half of civil 
war. 

Mr Marwan Ghandor, vice- 
governor of the central bank, 
said he believed there was a 
"reasonable chance” that a 
new law would be passed by 
the Lebanese parliament, 
despite the complexity of the 


law would empower the 
central bank to deal more 
effectively with those of the 83 
Lebanese hanlen facing liquid- 
ity problems, allowing it, for 
example, to force bank mergers 
or closures where necessary. 

Mr Ghandor, speaking from 
Beirut by telephone, said the 
liquidity problems faced by 
some b anks arose for three 
main reasons. 

Some were illiquid 
because their business 
concentrated on p r ope rt y lend- 
ing, and they had now turned 
almost into property compa- 
nies as they had foreclosed an 
defaulting borrowers. Other 
hank* were simply too small 
- Beirut has a number of tiny 


family-owned banks. He said a 
third group faced, problems 
because of mismanagement or 
abuse, where the central bank 
would seek, if possible, crimi- 
nal prosecutions where appro- 
priate. 

He confirmed that the cen- 
tral bank had provided loans in 
Lebanese pounds, collateral- 
ised against p r o pert y , to help 
deal with liquidity problems at 
a number of banks, but said 
tins was not an ideal way to 
deal with the problem. Some 
banks had also been allowed to 
lower the level of reserves they 
kept with the central bank to 
below the 73 per cent legal 
reserve requirement 

He said, however, that two 
banks cited among a list of U 
in a previous article In the 
Financial Times as having 
received central bank loans 
had not in fact done so. The 
two banks were Universal 
Bank and Foreign Trade Bank, 
which have both said they do 
not face a liquidity crisis. 
Other banks not cited in the 
article had received loans, Mr 
Ghandor said. 

Mr Ghandor said the prob- 
lems of managing the Lebanese 
banking system were height- 


ened by the extent to which 
the system depended on the US 
dollar. The Lebanese pound 
accounted for only 20 per cent 
of the total banking system, he 


Correction 
Foreign Trade Bank 

We very much regret the 
Inclusion of Foreign Trade 
Bank SAL in the list of banks 
mentioned in an article about 
Lebanese banks published In 
the FT on November L The 
hanir fa not faring a liquidity 
crisis and has not received, 
been offered, or applied for a 
loan from the central bank of 
Lebanon. 

The allegation reported later 
in the article concerning busi- 
nesses ran outside Lebanon, 
has no application whatever to 
Foreign Trade Bank or those 
responsible for its manage- 
ment 

The Financial Times is 
pleased to take this opportu- 
nity of publishing this correc- 
tion and unreservedly apolo- 
gises to the bank ana its 
managers. 


Japan wants chip pact to expire 

By Ian Rodger in Tokyo 


A JAPANESE trade official 
served notice yesterday that 
Japan was not willing to con- 
sider an extension of the con- 
troversial US-Japan semicon- 
ductor trade agreement of 1986. 

The agreement is due to 
expire next July and the US 
chip industry wants Washing- 
ton to demand an extension. 

Mr Nobora Hatakeyama, 
director-general of the Ministry 
of International Trade and 
Industry's international trade 
policy division, said yesterday: 
We will not talk about an 


extension of the agreeme nt" . 
Mr Hatakeyama also: 

• Reaffirmed that Japan 
would complain to the General 
Agreement on Trade and Tar- 
iffs if the US launched new 
unfair trade cases against 
Japan under the super 301 pro- 
vision of the 1989 Trade Art; 

• Chided the US gove rnm ent 
for not respecting its commit- 
ment under the Structural 
Impediments Initiative talks to 
eliminate its fiscal deficit by 
fiscal 1993; 

• Opposed any extension of 


the Uruguay Bound multilat- 
eral trade negotiations and 
expressed confidence the round 
could be completed success- 
fully an time next month. 

Mr Hatakeyama said the US- 
Japan chip agreement had 
caused a lot of problems 
because of the widespread 
“misunderstanding” that 
Japan had agreed to ensure 
that US makers could have a 20 
per cent share of the Japanese 
market This cannot be the 
case under a free market sys- 
tem,” he said. 
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the trust banking market to 
foreigners during the first half 
of next year and would take 
steps to reduce discrimination 
against foreign banks in the 
short term call money ma rk et 

The five-member US delega- 
tion welcomed a number of 
measures taken earlier this 
year These include adoption of 
a new system of exchange fate 
de terminatio n and an increase 
in the value of certificates of 
deposit which foreign hanks 
ran issue. 

But Mr Daltera said that he 
had hoped for more definite 
responses to the problems of 
finding and branch ex tens ions 
and that the continued exis- 
tence of foreign e x ch a n ge con- 
trols limited the extent to 
which South Korea's exchange 
rate was determined by the 
market. 




Lebanese central bank seeks 
powers on liquidity problems J 



HSA Crown Plan. The high bene fit 
health care cash plan that pays so much 


yet costs so little 


10 Health Care cash benefits from under lOp a day 
A single premium horn just 60p to £2.40 per contributor each 
week entitles your staff and their families to generous CASH 
payments towards a wide range of medical costs, including optical, 
dental, hospital and consultation expenses. 

HOSPITAL BENEFIT- UP TO £196 PER WEEK 

OPTICAL BENEFIT- UP TO £90 CASH 

DENTAL BENEFIT- UP TO £80 CASH 

CONSULTATION BENEFIT- UPT0 £200 CASH 


This is the Crown Plan from the Hospital Saving Association. It’s a 
thoroughly affordable health care cash plan that you can offer to all J 
levels of staft Crown Plan is operated through payroll deduction and, 
unlike some Health Insurance Plans, premiums do not increase with age. 

The Hospital Saving Association has almost 70 years experience 
and today provides cost effective health care for nearly two million 
people. 

Think about the cost, and think about the benefits of HSA Crown 
Plan - it really is unbeatable value for money. 



NAME 

TITLE. 


I would like to hear more 
about the benefits of HSA Crown Plan. 


COMPANY. 

ADDRESS. 


TEL NO, 


.POSTCODE 



Crown Pt .a n 

Hie Hospital Saving Association. Hambleden House. Andover. Hants SP10 iLQ.Ttel; 0264 358977 Fix: 0264 333650 


* 





FINANCIAL TIMES MONDAY NOVEMBER 12 1990 


5 



_ EUROPEAN HEWS 

Czechs prepare for privatisation 

By Leslie Coiitt. recently in Prague 


AN ECONOMIC and social revolution will 
in Chechoslovakia in a few weeks 
when the first of more than 100.000 for- 
2HL state-owned stores, restaurants, 
workshops and factories will be offered for 
sale to private bidders. 

"though most Czechoslovak companies 
will be in private hands when the opera- 
tion is completed in 2-3 years, many are 
eventually expected to go bankrupt. 

The social risks in privatisation are 
enormous. Traditionally egalitarian 
Czechoslovaks wifi be subjected to enor- 
mous i differences in income within a short 
period of time. But perhaps most frustrat- 
ing tor the population is that the new 
entrepreneurs who rise to the top are 
likely to be some of the most unsavoury 
characters in Czechoslovakia. 

if you succeed in transforming 
the economy, the winners may be the 
same people who won under the old sys- 
tem," Mr Dusan Triska, the deputy finance 
minister who is responsible for privatisa- 
tion, told the Financial Times. "We have 
to be blind to this injustice," he insisted. 

Ironically, those judged most likely to 
rise to the top via the privatisation route 


are the directors of the former state com- 
panies. the "Communist mafia,** along 
with illegal currency dealers and other 
operators who made enormous profits in 
recent months. They make up a large part 
of the nearly 50,000 Czechoslovaks who are 
thought to have at least Koruna 10m each 
on their bank accounts. Mr Triska 
suggested that the best way to use this 
"dirty money" was to invest it produc- 
tively in the private sector. 

The auction sale of some 80.000 smaller 
state properties - mainly retail shops, res- 
taurants and other service businesses 
which are not reclaimed by their former 
owners or their heirs - will be launched 
in coming weeks, while privatisation of 
large companies will begin early next year 
under legislation to be enacted this month. 

Though auctions will only be open to 
Czechoslovaks, there is nothing to prevent 
foreign money being channelled through 
Czechoslovak bidders. This is just what is 
expected to happen hut Mr Lubas Rezabek, 
an adviser in the Czech Economics Minis- 
try, said this did not worry the govern- 
ment. “We need the foreign capital. ** 

The bids offered in the first auctioning 


of properties cannot be more than 50 per 
cent below their book-value, a nominal 
sum which In many cases will be well 
below what the property is actually worth. 
Significantly, the companies will enter pri- 
vate hands free of debt as the National 
Assets Fund will cover part of debts out of 
earnings from sales. Whatever is not 
bought in the first round of auctioning 
goes into the second round, which is 
expected to be completed next spring. For- 
eign bidders will be welcomed in this 
phase where the selling price cannot fall 
below 20 per cent of book-value. 

Large-scale privatisation under the 
Transformation Law will be a good deal 
more complicated. In order to create a 
rudimentary “people’s capitalism” Htiwona 
will be issued vouchers valued at a num- 
ber of points. Shares in selected companies 
are to be placed on the market in 
exchange for fire voucher points which 
may be combined by citizens in order to 
buy blocks of stock. Financial Institutions 
will be able to sell shares in mutual funds 
to citizens who may also buy additional 
vouchers, but at a premium price for each 
point. 


Ivory Coast puts energy into reform 


Julian Ozanne looks at an attempt to overhaul an ailing economy 


I vory Coast's recent privati- 
sation of the state-owned 
electricity industry marks 
a fundamental turning point in 
the government’s attempts to 
reform its economy. 

Before the move last month, 
the country had been disrupted 
by a series of power cuts as 
electricity workers protested 
against privatisation after 
years of inefficient public sec- 
tor management. 

Their cries fell on deaf ears. 
Mr Alasanne Ouattara, the 
no-nonsense overlord of Ivory 
Coast's economic policy, was 
having none of it 
“It's tough luck,” he said. 
“You can't restructure without 
hurting people, but there is the 
national interest to consider. 
We've got to get the resources 
to promote growth and make 
our economy more competi- 
tive.'’ 

Under Mr Ouattara, recently 
named as the country's first 
prime minister. Ivory Coast's 
structural adjustment pro- 
gramme is becoming one of 
Africa's most far-reaching and 
energetic. His unabashed 
enthusiasm for privatisation 
and the free market as motors 
for economic growth are rare 
sentiments on a continent 
which has reeled under state 


intervention for decades. 

Mr Ouattara said- “Privatisa- 
tion will come to all sectors of 
the economy. There are no 
exceptions. 1 don't believe in a 
strategic sector." 

Such radical views are not 
shared by other African 
finance ministers and Mr Ouat- 
tara’s choice of electricity as 
the first privatisation candi- 
date was greeted with enthusi- 
asm by international donors. 
The company was widely 
regarded as one of the most 
inefficient and over-manned 
state enterprises with exorbi- 
tant tariffs, a reputation for 
providing lucrative sinecures 
to the political elite and an 
accumulated debt of 1350m 
<£178m). Its annual sales are 
worth approximately $400m. 

A deal has been signed with 
SAUR, a subsidiary of the 
French company Bouygues, 
which has run Ivory Coast’s 
private water industry for 
more than 25 years. The debts 
and $L9bn investment in EECI 
have been be separated from 
electricity production and dis- 
tribution and a management 
company has been set up by 
SAUR invested with 540m- 50m 
capital. It is effectively a leas- 
ing deal, with SAUR managing 
the company at its own risk. 


Other candidates slated for 
privatisation within the next 
nine months include the tele- 
phone. rubber, palm oil and 
sugar companies. 

For Mr Ouattara, former 
director for Africa at the Inter- 
national Monetary Fund and 
governor of the West African 
Central Bank (BCEAQ), priva- 
tisation represents a key com- 
ponent in his drive to overhaul 
the Ivorian economy which is 
crippled with a J15bn external 
debt, bogged down with cor- 
ruption, and overdependent on 
falling revenues from coffee 
and cocoa. 

A short-term stabilisation 
programme is being imple- 
mented, backed by the fund, 
which alms to cut the budget 
deficit from 18 per cent to 10 
per cent of GDP by next April 
Its measures include retiring 

7.000 civil servants, selling off 

4.000 state vehicles, down and 
overhauling the customs 
department,estunated to cost 
CFA FR20bn(£40m) a year. 

These measures released 
vital donor finan cing, about 
51bn over the programme 
period, allowing the govern- 
ment to retire some of its con- 
siderable CFA Fr50Ohn internal 
debt and relieve a severe 
liquidity squeeze in the bank- 


ing sector which was a serious 
brake on the private sector. 

The short-term programme 
has restored confidence but 
with continuing low prices for 
cocoa and coffee. Ivory Coast's 
main foreign exchange earners, 
the medium-term prospects 
look more challeng in g 

Reducing the drain of the 
state-owned sector is para- 
mount. Mr Ouattara said the 
government invested CFA Fr 
l^OObn in the 140 public enter- 
prises during the 1980s. Bnt 
companies where the state has 
100 per cent ownership 
recorded a cumulative loss of 
CFA FrSObn between 1982 and 
1988. 

It is hoped privatisation will 
also encourage foreign invest- 
ment and technology transfer, 
provide opportunities for small 
ivorian savers and promote 
better management 

There are formidable obsta- 
cles however. Several econo- 
mists question how far the 
Ivory Coast can become com- 
petitive when the CFA franc is 
considered over-valued by at 
least 30 per cent 

Another problem is the exis- 
tence of monopolies, reserved 
markets, barriers to entry and 
large rents extracted from the 
over-regulated economy. 
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The most reliable path to a perfect copy is the shortest. 



In a copier, the shorter and simpler the paper 
path, the less likelihood there is of jamming. 

A simple notion - but it took a touch of genius 
from Oce to turn the thought into reality. 

The unique Oce image transfer system brings 
the image to the paper by way of two belts, there is no 
need for the paper to travel deep inside the machine. 

This feature is common to all Oce mid- and 
high volume copiers, from our tough walk-up ma- 
chines to the mighty, very-high-volume Oce 2500. 

The result, in short, is 
superb reliability and virtually 
no chance of paper jams. 
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financial times conferences 

BUSINESS WITH SPAIN - Strategics for Developing 
Pompeii liveness 
Madrid - 19 & 20 November 

The Financial Times fifth Business with Spain forum to be arranged 
in association with Expansion will focus on developing strategies for 
international competitiveness. A most distinguished panel of speakers 
will review tile economic climate in Europe, the changes taking place 
m Eastern Europe and analyse the impact of the slowing down of 
the Spanish economy. The challenges for industry in the run up to 
the introduction of the Single Market in Europe will be reviewed as 
well as what needs to be done to develop internationally competitive 
enterprises and finance investment for growth. 

Senior ministers who have agreed in principle to address these 
questions and others include: D. Carlos Solcfaaga Catalan, Minister 
for Economy and Finanoe, D. Fernando Panizo Arcos. Secretary of 
State for Industry and Energy, and D. Jose Boned Fontelies. 
Secretary of State for Finance, as well as D. Abel Matulea. 
Commissioner of the EEC. Leading figures from Uic international 
business community include Dr Francisco Jose Pereira Pinto 
Balscmao. Chairman of Controljoraal 5 A, D Jose Maria Vizcaino 
Manterola, Chairman of Confc bask, D. Arturo Romani Biescas, 
Managing Director, Industrial Division of Bancs to SA and Mr 
Timothy Davis, Senior Vice President & Country Manager at Chase 
Manhattan Bank NA. 

EUROPEAN BUSINESS FORUM - BUSINESS IN CENTRAL 
AND EASTERN EUROPE 
Rome - 26 & 27 November 

Once every two years the Financial Times arranges a high-level 
European Business Forum in Rome. Developments in the Soviet 
Union and in Central and Eastern Europe will be the principal 
theme for this year's agenda. The conference will interpret political 
and economic developments and will provide an authoritative 
briefing on the prospects for manufacturers, bankers and other 
business leaders as the former East Bloc economies open up. 

Dr Guido Card. Italian Treasury Minister has agreed, in principle, to 
give the keynote opening address on the political and economic scene 
in Europe over the next ten years and other contributors include: 
Ambassador Renato Ruggiero, Italian Foreign Trade Minister 
Professor Ivan Ivanov, Soviet Slate Foreign Economic Commission; 
Dr Vdciav Klaus. Minister of Finance. Czechoslovakia: Mr Ferenc 
Rabar, Hungarian Minister of Finance, Mr Viktor Gerashchenko of 
G os bank; Professor K Lotkowski, Adviser to the Palish Finance 
Minister Mr Horst Krenzier of the Commission of the European 
Communities; Dr Franco Nobili of IRI; Dr Axel Lebabn or 
Deutsche Bank; Ing Paolo Cantarella of Fiat Auto and Dr Sergio 
Siglienli of Bunca Commend ale Italians. 

PETROCHEMICALS IN EUROPE - THE NEW SCENARIO 
London - 28 & 29 November 

The Financial Times second Petrochemicals conference brings 
together a distinguished panel of top industry executives to debate 
the key issues of current concern. After seven years of strong growth, 
Lbc international petrochemicals business esters the 1990s facing 
several pressures and a period of uncertainty and volatility. The 
conference will examine supply and demand, sustaining profitability, 
the challenges and opportunities in Eastern Europe and the impact 
of world oil prices on petrochemical operations. Mr Jhn Gordon. 
Chemicals Co-ordinator of Shell International Chemical Company 
will deliver the opening address, and speakers taking part include: 
Mr Bryan Sanderson, Chief Executive Officer, BP Chemicals: Sir 
Denys Henderson. Chairman of ICI; Mr Abdulaziz Ibrahim 
Al-Audah, President of Saudi Methanol Company; M. Jacques 
Pucchal. President of Aloe hem; Mr Simon de Bree, Member of the 
Board of Managing Directors, NV DSM and Mr Hugo Lever. 
Director General of CEFIC. 

All enquiries should be addressed to: 

Financial Times Conference Organisation 
126 Jermyn Street, London SW1Y 4UJ 
Tel: 071-925 2323 (24-hour answering service) 

Telex: 27347 FT CONF G Fax: 071-925 2125 
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Section Two under the spotli 

Richard Donkin and Richard Waters find out what the new director 
of the Serious Fraud Office thinks of the challenge to its powers 
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HOW WELL DID YOU JUDGE THE MARKET? 


S ITTING in a royal blue 
armchair behind a busi- 
nesslike desk on the 
ninth floor of an anonymous 
grey block in Elm Street that 
serves as the headquarters of 
the Serious Fraud Office, Mrs 
Barbara Mills, QC, is preparing 
for the SFO's sternest test yet 
Just two months after taking 
up her job, the SFO's new 
director is having to defend her 
office’s use of its powers in the 
first challenge it has faced 
through the courts since it was 
formed two and a half years 
ago. 

On Mrs Mills’s shoulders 
rests much of the responsibil- 
ity for maintaining confidence 
in the integrity of London’s 
financial markets. 

The large and complex 
frauds that the SFO was set up 
to investigate and prosecute 
arise mainly, although not 
exclusively, in the City. By 
creating the SFO, the govern- 
ment signalled its belief that 
deregulated financial markets 
prosper only with beefed-up 
policing. 

For the SFO, the extra beef 
is contained in section two of 
Criminal Justice Act There is 
no right of silence for anyone 
served with a “Section Two", 
as they have come to be 
known. It Is the use of that 
power which is to come under 
the scrutiny of a judicial 
review instigated by Mr Asil 
Nadir, chairman of Polly Peck 
International 

Mrs Mills has given no indi- 
cation that she wants to exer- 
cise her own right of silence. 
She has deliberately adopted a 
high profile, delivering a num- 
ber of lectures and doing little 
to dispel the "supercop" image 
portrayed in one newspaper 
cartoon - although she con- 
fesses that she did not like the 
personalised image. 

"I don't t hink I am a super- 
woman at all," she says. 

Mrs Mills is clear about her 
aim : to make the office an 
effective prosecutor, creating a 
deterrent to fraudsters. “It’s a 
failure when frauds reach us. 
They have been committed and 
we usually can’t get any 
money back for people." 

In 25 years as an advocate in 
private practice. Mrs Mills's 
cases have included the prose- 
cution of Mr Donald Fagan, the 
man who shinne d up a drain- 
pipe and climbed into the 
Queen's bedchamber in Buck- 



Barbara Mills: has deliberately adopted a high profile 


Ingham Palace, and the 
defence of Mr Winston Silcott, 
who was convicted of murder- 
ing PC Kenneth Blakelock dur- 
ing the Broadwater Farm 
Estate riots in 1965. 

The experience, she says, 
has left her with a sharp sense 
of the difference between right 
and wrong, which she is deter- 
mined to drive home in the 
boardrooms of the City. Her 
hackles rise at the suggestion 
that some of the newer corpo- 
rate offences cannot be 
described as serious crime. 

“If awyrmp thinks that , dis- 
honest conduct is not a crime, 
then it Is tune they rethought 
their attitude to life. There is 
no fraud you can commit 
which isn’t a criminal offence 
Involving dishonesty. The real 
add test is: would you mind 
everyone knowing what you 
have done?" 

She places fraudsters in 
three categories - those who 
set out to defraud, those who 
are honest but turn to fraud 
after getting into financial dif- 
ficulties, and those who turn to 
fraud over a particular episode. 

“They all involve dishonesty, 
they all involve the defrauding 
of other people - either 
directly ... or indirectly 
where the market is rigged to 
the disadvantage of those who 
are on the receiving 
end . . . They all rank equally 
importantly in my categories.” 

The simplicity of the 
approach is appreciated by her 
staff, who have warmed to 
what they consider a refresh- 
ing and very different style 


from that of Mr John Wood, 
her predecessor. The Guinness 
convictions, days before Mr 
Wood departed to become 
director of public prosecutions 
in Hong Kong, gave him the 
prestigious corporate scalps 
that had previously eluded him 
during his tenure. 

Some SFO staff still ques- 
tion, though, whether she has 
the experience to manage a 
department of more than 100 
people, and wonder how she 
will square up to the manda- 
rins in Whitehall who have 
already removed her deputy, 
Mr Michael Chance. 

His enforced retirement in a 
cost-cutting exercise was a fait 
accompli as soon Mrs Mills's 
appointment was announced. 
The Treasury decided it could 
not justify two lawyers in the 
most senior posts of the office. 

A s a hands-on director, 
she insists on visiting 
every SFO case in 
court at least once, and reads 
all case conference notes. 
“Your presentation in court is 
only as good as your prepara- 
tion and your staff behind it," 
she says. 

It was a black day, therefore, 
in September when a case of 
alleged forgery and fraud 
against four men involving 
£60m at Hill Samuel merchant 
bank collapsed at Knights- 
b ridge Crown Court in London 
after the prosecution admitted 
a delay in passing witness 
statements to the defence. 

A measure of her style is 
that the inquest on that, and 


other cases, was clinical rather 
than emotive. “I don't thump 
tables, beads don't roll. I want 
to find out. in a measured and 
sensible way, the facts and 
what went wrong, to make 
sure that we put in such 
checks and balances or 
systems, or whatever it is you 
need, so that it doesn't happen 
again." 

Her tasks are not all inter- 
nal. One of the toughest to 
crack will be the way that false 
rumours of SFO raids have 
been used in the stock market 
to drive down the share prices 
of some companies (known as 
“bear raids"). 

Mrs Mills says: “They seem 
to have become prevalent very 
recently. 1 hope that the Stock 
Exchange is going to tackle 
this as welL It's not just a 
problem for us." 

However, there is little the 
SFO can do. "How do I on the 
one hand say, 'No we are not 
investigating this organisation’ 
when we aren't, but on the 
other band, when we are inves- 
tigating an organisation but 
don't want them to know, then 
say “no comment?” 

If the secrecy of the SFO has 
played into the hands of the 
bear raiders, it has also been at 
the bottom of the confusion in 
the stock market over Polly 
Peck on tbe day its shares 
were suspended. Having raided 
a company linked to Mr Nadir, 
the SFO made no general 
announcement, but was pre- 
pared to confirm its raid to 
anyone who cared to ask. 

Markets do not like such 
unequal distribution of infor- 
mation - a fact that the SFO 
appears to have taken on 
board, since there are indica- 
tions that it has been 
reviewing its policy in that 
area. 

Once Mrs Mills has her feet 
firmly under the desk at the 
SFO, what next? Growing calls 
for a rationalisation of the 
City’s various investigatory 
bodies, which extend from the 
Department of Trade and 
Industry to the Serions Fraud 
Office, assorted fraud squads, 
and a bevy of self-reg 
ulatory bodies, have not 
escaped her. 

The question of an all-em- 
bracing body is high on her 
agenda. “I'm seriously think- 
ing about that," she says. 
“Come back and talk to me in 
six months’ time." 
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Changes at 

Goodyear 

company 

H GOODYEAR GREAT 
BRITAIN has made a numoer 
of senior management changes 
within its UK business 
operation. . . „ 

Mr John Richardson has 
been appointed general 
manager and chairman oi tne 
company’s UK operating 
committee. He will remain 

finance director. . 

Mr Gordon Bain, sales ana 
marketing director for 

- ^ Ixreac Tin 


joined the board. Mr JJ3JB. 
Rollins retires at the anneal 
meeting, while Mr JJL Gunn 
fc leaving oa Janaary 1 to ^ 
spend more time on other 
business. 

IB WADDINGT0NS CARTONS 
has appointed Mr Brace 
SzawJowski as managing 

director. Previously general 
manager, Mr Szawlowski 
joined Woffingtons Cartons 
as production director in 1988 
from Jowetts of Leeds. He 
succeeds Mr Aten Reeye, the 

manntriTUr 



Deen apyuuivcv. r, 

director with resonslbiljty for 
co-ordinating Goodyears 
commercial activities in Great 

Britain. , 

Mr Peter Blackforfl. 
previously chairman aim 
manag in g director, Goodyear 
Great Britain, is made director, 
commercial tyres. Europe- 
Mr Jim Parker, company . 
secretary, joins the board of 
directors. 

■ Mr J-H. Russell, former 
chairman and chief execu tive 
of Du port has been appointed 
chairman of CAMBORNE 
INDUSTRIES and a dir ecto r 

of ABERNEATH INDUSTRIES. 

■ The CHRYSALIS GROUP 
has appointed Ms Arabella 
Woods as managing director 
of Chrysalis Home Video. 

■ Mr tLA- Horsfield, recently 
retired area director of Lloyds 
Ran if, has joined the board 

of RJ. CART ER 
(SHOPFTTTERS), Crawley, as 
a non-executive director. 

■ NOBLE LOWNDES & 
PARTNERS has made the 
following board changes: Mr 
Richard Malone as marketing 
director. Mr David Pearce as 
director of the newly-formed 
international development 
group, and Mr Mike Noakes 
as director of the international 
region. 

Newly appointed to the 
board are Ms Rifling Baker 
as research director, Mr Tony 
Brodie as sales director and 
Mr Wladek Koch as director 
of the central region. 

■ At RHM Mr MJE. Beckett 
and Mr A-MJ3. Large have 


previous mtnin g m e uucwur, jL 
who became chief executive HP 

earlier this year . 

■ At ROYAL INSURANCE 
HOLDINGS Mr Allan Gormky 
has been made a director. Be 
Is a director of Trafalgar Home 
and chief executive of John 
Brown. 

■ ABBEY NATIONAL has 
appointed Mr Fetor RaddUfe 
to the newly-created past af 
head of banking deveJopmrait. 

For the past 20 years he has 
been with Lloyds Bank, most - 
recently in the position of head 
of commercial and strategy 
for card services. 


■ Mr Howard Stanton will 
join ALLIED LONDON 
PROPERTIES as a director 
on January 2. He was a 
director of AngloLeasIng and .. 
group ftnznHai director of JL 
Rothschild Holdings. - 

■ Mr Tom Kerr has best . _ 
a ppointed managing direc tor 
of BIRMINGHAM CAPITAL 
TRUST. Previously he was a 
director of Darlington & Co 
and Treloan in the south west 
of England. 

■ THE MORTGAGE 
CORPORATION has appointed 
Mr Chris Herbert as director 
of marketing and Mr Martin 
Augier to the new position of 
director of customer services. 

Mr Herbert joins from 
American Express where he 
was marketing manager, 
financial services. Mr Angter 
was a director of HFC Bank 
in charge of operations and 
customer services. 

■ Dr Michael J. Cru mpto n 
has become a non-executive 
director of AMERSHAM 
INTERNATIONAL. He is 
deputy director of research 
at the Imperial Cancer 
Research Fund. 




INTERNATIONAL PROPERTY 
ADVERTISING 
appears «vary Saturday In 
tha Weekend FT. 

For more information call 
Lourdez Baida 
on 

077-873 4839 


HYATT HOTELS & RESORTS 
ASIA PACIFIC 


HOTELS 
Aoscm&a 

Hyatt Regency Adelaide 
The Hyatt Hoi Canberra 
Hyatt on Coffins Melbourne 
Hyatt Regency Pfenb 
Hyatt Kin^gate Sydney 
Park Hyarr Sydney 

People’s Republic of China 
Hyatt Tianjin 
Hyatt Regency Xian 

Hong Kong 
Urgency Hoo§ 

1 Hyatt Hong Kong 

T nHia 

Hyatt Regency Delhi 

Hyan Aiyaduta Jakarta 
Hyatt Regency Surabaya 
Grand Hyatt Jakarta (opening early *91) 

Japan 

Century Hyttl Tokyo 
Korea 

Hyan Regency Pusan 
Hyan Regency Seoul 




Hyatt Saujana 


Malaysia 
Hyart Kinabalu 

jana Hotel & Country Qub(K.L) 


New Zealand 

Hyatt KmgsgaR Auckland 

Philippines 
Hyac Regency Manila 


Hyan Regency Singapore 

Ifcnran 

Grand Hyan Taipei 

Thailand 

Grand Hyatt Erawan Bangkok (opening mid Yl) 


RESORTS 


Hyan Regeixy Sanctuary Cove (Gold Coast) 
Hyatt Regency Goolum (Sunshine Coast) 

Bp Islands 
Hyatt Regency Fiji 

IS — * 

rrcDui rotyncsia 

Hyatt Regency Tahiti 

Twlnwm 

Bali Hyan 

Grand Hyan Bali (opening early ^l) 
Korea 

Hyatt Regency Cheju 
Macai 

Hyan Regency Macau 

Malaysia 
Hyatt Kuaruan 

Manana Islands 
Hyau Regency Saipan 

New Zealand 



COMPANY NOTICE 


UNILEVER N.V. 

DIVIDEND ON DUTCH CERTIFICATES OF Fl.1,000,TL100, F1.20 and 
F1.4 FOR ORDINARY CAPITAL ISSUED BY 
N.V. NEDERLANDSCH ADMINISTRATE- EN TRUSTKANTOOR 
Interim dividend payments of Fl.1.44 per F1.4 ordinary capital 
in respect of the year 1990 will be made on or after 20th December 
1990 against surrender of Coupon No 7. Coupons may be encashed 
through one of the paying agents in the Netherlands or through 
Midland Bank pic at the address below; in the latter case they 
must be listed on the special form, obtainable from the Bank, 
which contains a declaration that the certificates do not belong to 
a Netherlands resident. 

DUTCH DIVIDEND TAX relief is given by certain Tax 
Conventions concluded by the Netherlands- A resident of a 
convention country wiU, generally, be liable to Dutch dividend tax 
at only 15% provided the appropriate Dutch exemption form is 
submitted. No form is required from UK residents holding "K" 
certrficatesrlf the dividends are claimed from Midland Bank pic 
within six months from the above date. If the certificates are 
owned by a UK resident and are effectively connected with a 
business carried on through a permanent establishment in the 
Netherlands, Dutch dividend tax at 25% will be deducted and will 
be allowed as credit against Dutch tax payable on the profits 
of the establishment. Dutch dividend tax on this dividend is 
Fl.0.3600 at 25% and Fl.0.2160 at 15%. The proceeds from the 
encashment of coupons through a paying agent in the Netherlands 
will be credited to a convertible florins account with a bank or 
broker in the Netherlands. 

UK INCOME TAX at the reduced rate of 10% on the gross 
amount will be deducted from payments made to UK residents 
instead of at the basic rate of 25%. This represents a provisional 
allowance of credit at the rate of 15% for the Dutch dividend tax 
already withheld. No UK income tax will be deducted from 
payments to non-UK residents who submit an inland Revenue 
Affidavit of non-residence in the UK. 


.. A statement of the procedure for claiming relief from Dutch 
dividend tax and for the encashment of coupons, including names 
of paying agents and convention countries, can be obtained from 
Midland Bank pic at the address below. 

N.V. NEDERLANDSCH ADMINISTRATE- EN TRUSTKANTOOR 
London Transfer Office, Midland Securities Services, Client 
Delivery, Stock Exchange Services, Suffolk House, 5 Laurence 
Pountney Hill, London EC4R 0EU. 

9th November 1990. 




CONTRACTS & TENDERS 


NOTICE OF INVITATION TO TENDER 

T im Eg opcan BarGaman hnwbliihed. m tha official journal of the European 
Communme* (QJ Na. S 214), m nviudan io lender in impact of 

BUILDINGS ASSISTANCE AND CONSULTANCY 

ce f Bpy * Door rf<Wnium«dr 100 000 m2, 

II WnTerenccioom*. roveral other lam roam, 
nnoux faettmea, and 890 offices, mom. 

Th e dosin g doit, far eeqncaiing copies af Q1 No. S 214 is 28. 1 1.199Q mrf dig 

For receipt of tendets ia 17.12,1990. me c-wng two 

EUROPEAN PARLIAMENT 

“Ef . Tel: 010 352 4300 4527 

Mr Diogo QUINTELA 43001500 

L 2929 LUXEMBOURG 3500 


Asia Pacific 


For reservations and more information about Hyatt Hotels and Resorts worldwide, call your travel planner or in London call (071) 580-8197 

In the U.K. call toll-free (0345) 581-666. 

HywHedi*eridwdtM a »y M catw^ ieM^ orepeg^t'ri"*KP'^ CM P w|M "R't 1| »HoKliCpriieanBe«BtHjaafiiitriniBajic«irpewiwfl. 


SOUTHERN TRANSFORMER 
products LIMITED 
(IN RECEIVER SHH 5 ) 

fkro/mtared number raJW4 

Tradin g na me: Southern Trantiornter Pied- 

nets UmSod 

Nature at business; Engineering a Allied 
Industrie* 

Trade deeeffieeden. 07 
Due at appointment of ulin Matron va receiv- 
ers: I November 1M0 

Name ut person appointing the ftdmMatra- 
Ihn receivers. Nwtonal Westminster Bank 
Pic 

NJ. Vooghl and Cj. Hughes 

JdM A fl mtn l straUvn Receivers 

(oWcn i IMder nos 006339 end DDS041) of 

Cork Ctiliy 

9 Qreyfrlors Read 

Reeding 

Berkshire BGt JJO 


Tenders are requested from 
insurance underwriters foi 
minimum potential premium of £E 
million agricultural business, 
Please reply by mid Novembd 
to: 

WiU* Box HTOCZ. Hnandel flaws, 
|Ona Southwsrtt Bridge, London SE1 SHI 


OUVE TREE PRESS UMITIED 

N „ J v *xmt end j m iradehi el Cm* 
Gvltjr. 8 Grarfriere Rood. Reading RQi tJC 
nenmy give notice Bw on Bte 29ih day d 
□ctuer iggo we ware appointed Joini 
Administrative Receivers of me above 
"*«WJ Company by Midland Bank Pta inM 
me tetma <* a deboMura dated 30 Nevetnbof 
™Mpvtng the holders e Hum and Dotting 
Over the whole xH me mm at the 
company 

N J Vooghl 

Jo * n< Admfnlotrattv* Receiver 






WITH THE NEW BMW 5251, YOU CAN POP OUT AND BE BACK IN NO TIME. 
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He'd have been back from the conference hours ago 
but ter Any Other Business’. j 

Still, life has its compensations. His being the new 
BMW525i. 

A car whose new 2.5 litre 24 valve engine makes 
driving an effortless exercise. 

And overtaking 

Well, drop back to get a dear view of the road ahead. 
Change down. A last look in the mirror, signal and go. 

Instantly, the multi-valved six-cylinder makes its 
presence fett 

(And with 192 brake horse power to call upon that's 
quite some presence.) 

Capable of pushing the car from 40-60 mph in just 
over 6 seconds, it sweeps you past with a minimum of fuss. 


Check the mirror, signal again and the lorry is just a 
fast diminishing memory. 

The 525i however isn't the only 5 Series with a new 
24 valve engine. 

The520i has also reaped the benefits of over 20 years 
of BMW multi-valve development 

Now its new engine pushes out an impressive 150bhp, 
with a torque increase of some 16% providing excellent 
mid-range acceleratioa 

As well as being designed specifically for Catalytic 
converters, both engines also profit from BMW’s brand 
. new direct ignition system. 

A simple innovation that gives each spark-plug its own 
ignition coil. 

Alongside fully sequential fuel-injection, this helps 


increasethe engine's efficiency combustion and ultimately, 
performance. 

The engines are also controlled by the latest in 
Motronic, BMW's electronic engine management system. 
Even more responsive than before, it improves fuel 
economy and engine efficiency still further. 

And to help you make the best use of the extra power, 
both the gearbox and rear-axle ratios have been made as 
efficient as possible. 

• What's more, you're now given thechoice of a 5-speed 
manual or new 5-speed automatic gearbox. 

Why not test one of these exceptional cars for 
yourself? in fact, feel free to pop in any time. fFmm 


THE 




„ _ c __. i posts £10335. THE 525) (24v) COSTS £22$LQ. PRICES INCLUDE BMW EMERGENCY SERVICE. DELIVERY, NUMBER PLATES AND ONE YEARS ROAD FUND LICENCE. METALLIC WWT SHOWN IS OPTIONAL PERFORMANCE FIGURE SOURCE: MANUFACTURER. FOR FURTHER OEMS ON 
THE 5201 (Z4W ^ THE BMW 5 SEMES, WRITE TO: BMW INFORMATION SERVICE, WINTERHILL, MILTON KEYNES, MK6 1HQ OR PHONE 0908 249 189. FOR TAX-FREE SALES PHOl® 071 409 3355. 





MONDAY NOVBMeB«HM» 


CORPORATE 

SECURITY 


The FT proposes to publish this 
survey on December 13 1990. It will be 
of particular interest to the tens of 
thousands of Directors & Managers 
who make decisions regarding the 
purchase of security services who are 
also regular FT readers. If you want 
to reach this important audience, call 
Jessica Perry on 071 873 4611 or fax 
on 071 873 3062. 




FT SURVEYS 



VENTURE CAPITAL 


The Financial Times proposes to publish this 
survey on: 

26TH NOVEMBER 1990 

For a full editorial synopsis and advertisement 
details, please contact: 

ROBERT FORRESTER 
on 071-873 3206 

or write to him at: 

Number One 
Southwark Bridge 
London 
SEI 9HL 


FT SURVEYS 


PLYMOUTH 

The Financial Times 
proposes to publish this 
survey on: 

27th November 1990 

For a full editorial synopsis 
and advertisement details, 
please contact: 

Clive Radford 
on Bristol 0272 292565 
fax 0272 225974 

or write to him at: 

Merchants House 
Wapping Road 
Bristol 
BS1 4RW 


FINANCIAL TIMES 

luiwn iuhnim mwifjLMi 
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CHANNEL ISLANDS 


The FT proposes to publish this 
survey on 

December 19 1990. 

It will be of particular interest to 
the 83.4% of the professional 
investment community in the 
financial Institutions thoughout 
Europe who are regular FT 
readers. If you want to reach 
this important audience, call 
Brian Heron on 061 834 9381 or 
fax 061 832 9248. 




UK 


Major predicts short, shallow recession 


By Peter Norman and Edward Balls 


THE RECESSION in Britain is 
unlikely to be very deep or 
very long, Mr John Major, the 
chancellor of the exchequer, 
said yesterday. 

In an interview with the 
BBC the chancellor said it was 
“probable” that Britain would 
be “in a modest recession in 
the second half of this year.” 
Britain would begin to come 
out of the recession “around 
about the middle of next year,” 
he said. 

Mr Major's qualified admis- 
sion that Britain is in recession 


contrasted with his Autumn 
Statement which carefully 
avoided using the word. 

He said yesterday that he 
expected Britain to emerge 
from the current economic 
slowdown “reasonably respect- 
ably" because there would be 
restocking by businesses and a 
changed psychology once the 
rate of retail prices inflation 
starts to fall 

In his Autumn Statement, 
Mr Major said the government 
expects inflation, which in Sep- 
tember reached an annual 10.9 


per cent, to fall sharply from 
April. “I don’t think one should 
underestimate the psychologi- 
cal impact of a retaU price 
index at its present level, he 
said yesterday. 

The chancellors relatively 
optimistic view that the reces- 
sion would be short and shal- 
low coincided with a gloomy 
Financial Times/Confederabon 
of British Industry distributive 
trades survey, pointing to a 
further weakening of the econ- 
omy last month- 
Because of poor trading con- 


THE COAL INDUSTRY 


Miners’ leader faces key 
defeat on industrial action 


By John Gapper and Michael Smith 

MR Arthur Scargill, president 
of the National Union of Mine- 
workers, is facing defeat in an 
industrial action ballot this 
week at pits in the Yorkshire 
coalfield which have long been 
the foundation of Ms support 

Several pits are likely to vote 
against an overtime ban, 
according to Yorkshire NUM 
leaders. If a majority of the 
22,000 Yorkshire miners did so. 
it could undermine the stance 
on pay talks the NUM has held 
since the 1984-85 strike. 

Leaders of the NUM are 
urging its 55,000 members to 
support an overtime ban which 
could cat coal output heavily. 

They want an alternative to 
the pay negotiating framework 
backed by British Coal, which 
embraces the rival Union of 
Democratic Mineworkers. 

There are widespread doubts 
about whether miners as a 
whole will back an overtime 
ban, but a change of mood 
among the traditionally mili- 
tant Yorkshire miners would 
make it far harder for the 
union to sustain its defiance of 
British CoaL 

NUM branch secretaries at 
several Yorkshire pits said 
miners might vote against 
action because of the potential 
loss of earnings, and doubts as 
to whether action would suc- 
ceed in making British Coal 
change its stance. 

At other pits in Yorkshire 
and the North East area, local 
NUM leaders said they hoped 
to achieve a vote for action but 
believed the result would be 



Mr Arthur Scargill 

close. There will be a pithead 
ballot on Thursday and Friday 
of this week. 

Although a majority of the 
NUM’s 15 areas voted in favour 
of changing the union's stance 
on pay at its annual conference 
in this summer, areas includ- 
ing Yorkshire and North East 
used their voting strength to 
resist a change. 

Mr Peter Heathfield, NUM 
national secretary, said he 
believed the vote was “moving 
in favour” of an overtime ban. 
A special delegate conference 
of the union decided last 
month to campaign for indus- 
trial action. 

If industrial action was 
called, it would be the first 
national action since the lim- 
ited overtime ban in 1987 over 
revisions to British Coal’s dis- 
ciplinary code. 

That action failed to achieve 


a shift in the corporation’s 
stance. 

Mr Ted MUlward, Maltby col- 
liery branch secretary, said he 
believed the 850 miners at the 
pit would vote against action 
because they did not think 
they could force British Coal to 
adjust its stance on pay bar- 
gaining. 

Mr Steve Tullev. Frickley 
branch secretary, said miners 
there thought it was “the 
wrong side of Christmas” to 
start industrial action. He said 
some had “thrown the towel 
in” because of British Coal’s 
stance. 

At other pits NUM leaders 
said they thought the vote 
could be close despite a strong 
campaign in favour of indus- 
trial action by NUM activists. 

• BRITISH Coal will be able 
to make unexpected price rises 
next year under its contract to 
supply 70m tonnes of coal to 
National Power and PowerGen, 
the electricity generating com- 
panies in England and Wales. 

This will intensify pressure 
on the 12 regional electricity 
companies to increase their 
own charges to domestic cus- 
tomers by more than inflation 
which would breach an under- 
taking between the companies 
and the government. 

British Coal’s ability to raise 
prices stems from confidential 
clauses in its three year coal 
supply contract to the generat- 
ing companies, the most impor- 
tant contract for the electricity 
industry in its early years in 
the private sector. 


ditions in the ' whoUgate and 
motor trades. Britain s chstilb- 
utive trades recorded their 
worst performance last month 
since the survey was launched 

ta^the 6 BBC g ^nterview , Mr 
Major admitted that fee latest 
inflation and growth forecasts 
could be upset by war in the 
Gulf. But although war would 
be “very destabilising”, 
Britain, as a small oil exporter, 
would be better placed than 
most other industrial econo- 
mies, he said. 


Oil industry 
anxious over 
final Piper 
Alpha report 

By Steven Butler 

BRITAIN’S oil industry is 
anxiously awaiting publication 
today of the final report of the 
public inquiry into the Piper 
Alpha disaster, in which 167 
men died two years ago In the 
world's worst offshore oil 
disaster. 

The government has already 
pledged to act on the more 
than ioo recommendations In 
the report, which may lead to a 
big shake-up in Britain’s off- 
shore safety regulations, forc- 
ing the oil companies to make 
expensive safety investments. 

The recommendations may 
include moving responsibility 
for safety off shore from the 
Department of Energy to the 
Health and Safety Executive, 
something for which both 
trade unions and the Labour 
Party have alike argued. 

The oil companies say they 
do not care which body is 
responsible for enforcing 
safety, but want it to be han- 
dled by a single organisation 
sufficiently well funded to 
retain high-quality staff. 

The disaster was believed to 
have been started by an 
improbable chain of events 
that led to an escape of gas rj 
through a valve which was 
under repair. The initial explo- K 
sion knocked out the principal 
emergency systems and the 
spread of fire quickly made 
escape almost impossible. 

Oil companies believe they 
have anticipated most of the 
report’s likely safety recom- 
mendations, but are concerned 
that it may contain expensive 
or impractical proposals. 


Northern Telecom helps shift billions of dollars a day. 


O I OOft M. .Kk-rr. T.Umn, 



Who do bankers bank on? 

For the Brussels-based Society for Worldwide 
Interbank Financial Telecommunication (S.W.I.F.T.), 
the answer is simple. 

Northern Telecom. 

S.W.I.ET provides transmission services among 
major banks round the world. They chose us to 
provide them with the most reliable data network 
available. We are. after all, not just Europe's, but also 
the world’s largest supplier of data packet networks. 

When completed, this telecommunications 
solution will connect some 2,600 bank locations in 
over sixty countries. 

So much for the big money. 


Now what about the peanuts? 

For Cargill, one of the leading agricultural and 
commodity companies, the problem was entirely 
different. They needed an internal phone system 
that ensured fast and reliable communications 
between their commodity traders across the world. 

They chose Northern Telecom because no one 
sells more advanced business communications 
systems than we do. 

Just two of the ways in which Northern Telecom 
advanced telecommunications products are helping 
both big and small businesses in more than one 
hundred countries worldwide. 

Can we help you? 


But we also help if it’s peanuts. 


It t 


northern 

telecom 


TECHNOLOGY THE WORLD CALLS ON. 



SJ 
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NORTHERN TELECOM 15 ACTIVE IN 24 COUNTRIES THROUGHOUT EUROPE FOR MORE INFORMATION CONTACT NORTHERN TELECOM EUROPE 44 lOI 755 813004. 
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UK NEWS 


CBl/FT DISTRIBUTIVE TRADES SURVEY 


Sales level touches seven-year low 


By Edward Balls 

A SHARP RISE in wholesalers’ 
sto cks last month has 
prompted a drop in oStenT * 
suppliers and provides further 

evi i!f nce a recession is 
under way in the UK. 

T P® Confederation of British 
Industry/Financial Times dis- 
mbuhve trades survey for 
October reports that sales in 
the distributive trades are 
lower than at any time since 
the survey was launched seven 
years ago. 

Of all respondents, 36 per 
cent reported higher sales in 
October, relative to the previ- 
ous year, while 50 per cent said 
sales were lower, giving a per- 
centage balance of -14. That 
reflects poor trading perfor- 
mance in wholesaling and the 
motor trades but continued 
retail sales growth. 

The CBl/FT Survey of 520 
companies in the three sectors 
was carried out between Octo- 
ber 15 and November 2 - after 
the 1-percentage-point cut in 
interest rates that accompan- 
ied sterling's entry into the 
European exchange-rate mech- 
anism in early October. 

Retail sales remained sub- 
dued compared with levels ear- 
lier in the year. Poor sales vol- 
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ume for the time of year was 
reported by 30 per cent of 
retailers for October, while 28 
per cent reported good sales 
volume. That compares with 43 
per cent of wholesalers report- 
ing poor seasonal sales volume 
and 71 per cent in the motor 
trades. 

Of the 257 retailers surveyed. 
52 per cent reported sales vol- 
umes higher than in the same 
period a year ago. compared 
with 30 per cent reporting 
lower sales. Sales are expected 
to remain stable this month. 


Chemists and confectionery, 
tobacco and newspapers were 
the retail sectors reporting the 
most buoyant sales, suggesting 
that the interest-rate cut may 
have sweetened the unpleasant 
dose of recessionary medicine 
received over the past month. 
Specialist foods, durable house- 
hold goods, footwear and leath- 
erware and hardware, china 
and DIY all reported lower 
sales in October. 

Wholesalers noted a sharp 
fall in sales last month with 61 
per cent reporting sales down 


on a year ago. That reflected 
the general economic slow- 
down and a run-down In retail- 
ers’ stocks relative to expected 
sales. Only food and drink and 
clothing, textiles and footwear 
Indicated higher sales than in 
October 1989. 

A balance of 33 per cent rtf 
wholesalers reported lower 
sales in October - the worst 
result on record. It confirms 
the downward trend in sales 
over the past two years. For 
November, a balance of 28 per 
cent of wholesalers expect 
lower sales. 

A balance of 36 per cent of 
wholesalers reputed excessive 
stocks in October and expect 
the -wmp situation this month 
One result was that 48 per cent 
of wholesalers, on balance, 
placed fewer orders with sup- 
pliers in October. The rate of 
ordering was the lowest ever 
recorded. 

The motor trade remains the 
sector worst affected by high 
interest rates and depressed 
consumer spending. Lower 
sales in October were reported 
by a balance of 63 per cent erf 
respondents compared with 
October last year. Sales will be 
depressed in November. 
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Recession limits company directors’ pay rises 


THE THREAT of recession is 
limiting the pay rises of com- 
pany directors, according to a 
report published today, Della 
Bradshaw writes. Even so, 
they are still likely to take 
home pay rises of 32 per cent 
including bemuses. 

Hay Management Consul- 
tants, in a survey on board- 
room remuneration, predicts 
that worse is yet to come. 
Today’s report is based on 


average board-level payments 
IQ> to July 1 1990, and so the 
average bonus - running at 
1&6 per cent - is linked to 
profits made during 198990. If 
profits cnntjp ne to fall, smaller 
pay rises are increasingly 
likely. 

In spite of boardroom pay 
increases of between 20 and 30 
per cent in recent years, 
Britain’s directors still lag 
behind their peers in other 


countries, hi Germany, direc- 
tors are paid twice as much as 
their British counterparts, 
w hite American, S panish and 
Italian directors are paid 50 per 
cent more. French executives 
earn 30 per cent more on aver- 
age than British ones. 

Hay says that with more 
cross-bonier recruitment, the 
remuneration committees of 
many companies are under 
increasing pressure to intro- 


duce pay Increases in spite of 
poor company results. The 
report also highlights the 
growing differential between 
middle -management salaries 
and those of directors. 

The industry paying the best 
salaries is insurance, where 
directors get paid 20 per cent 
more than a verage . 

The Bay B o ar dr oom Remu- 
neration Quide. Bay Manage- 
ment Consultants. 071 730 0833. 


The most information-intense region of America 





is pulled together by Ameritech. 




One region of the country is home to the lop three automakers. The top two retailers Over 6.000 financial institutions. 
The nation's busiest airport. And 15 million voice and data lines. 

One region has more newspapers, more computer sites and more Fortune 500 companies 
One company moves the information for the most information-intense region ol the country. Ameritech. 

A force in communications. A leader in tbe Midwest. And a solid financial performer. 

Since Ameritech stock began trading, it has generated a total return to shareowners that has outperformed the market 
by two to one. A compound annual growth rale of nearly 28 percent 
During its first six years, Ameritech led all other regional holding companies in retum-io-equity. 
recording 15.8% last year. Growth in earnings per share 
and divfdends has averaged 6.3 % over a six year period. 

1b find out why Ameritech continues its healthy financial performance. 
call Brussels, Belgium (322/ 512-0040 for our Annual Report Or write Director-Investor Relations, 
Ameritech, 30 & Wacker Dr.. R3500, Chicago, IL 60606, U.S.A.. or call U5.A. 312/750-5353. 
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Who can show you America better than 

AMERICAN AIRLINES AND AMERICAN EXPRESS? 


Few companies understand the day-to-day requirements of 
business travellers to America as well as American Airlines and 
American Express. 

So when you fly Business Class to the U.S., you get all the 
comfort, service and amenities American Airlines is famous for. 

And when you use the American Express Card? you get 
the security and full travel and financial services that American 
Express is famous for. 

You can count on both of us. 


The American Express Card. 
Frequent travellers rate it best 
for travel and entertainment. 


th of us serve all major US. business centres like Chicago. American Airlines offers daily 
n -stops from II European cities. American Express has 250 Travel Service Offices nationwide, 
d tbe Card is welcome at fine hotels, shops ami restaurants throughout America. 

American can fly you daily from / / major European 
cities to more than 200' cities in the US. 







Relax in this sumptuous 
leather seat, and enjoy our 
award-winning service. 


California Seafood Medley , a sample of gourmet cuisine you 
can select in Business Class. It’s part of the service chat won 
the 1990 Business Traveller magazine competition for the 
best food and wine in the air. 



Voir will find a full range of 
rravel, banking and Cardmember 
sen’ices at American Express 
Travel Service Offices in major 
cities throughout America. 



‘SomciJba senoib) 
Arnerkan- 


^Airlines 

Something special in the air. 
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Lamont urges Tories to pull together 


By Philip Stephens, Political 

\ _ 

THE government's problem Is 
that far too many of its MPa 
see themselves as “film stars", 
one of Margaret Thatcher’s 
senior ministers told Journal- 
ists last week. 

As a dozen or so of them 
engaged in another weekend of 
unprecedented squabbling in 
front of the television cameras, 
Mr Norman Lamont, the chief 
secretary to toe Treasury, put 
it more bluntly. Unless they 
pulled themselves together, the 
public disunity would wreck 
their chances of winning the 
next general election. 

His comments reflected the 
deep frustration of ministers 
that their efforts to restore 
calm in the wake of Sir Geoff- 
rey Howe's resignation are 
being shredded by the daily 
appearance in the nation’s liv- 
ing rooms of Tory MFs attack- 
ing their leader. 

The soothing impact last 
week of Mrs Thatcher’s more 
emollient line on Europe in the 
House of Commons and the 
joint signatures on her leader- 


Editor 

ship nomination of Mr Douglas 
Hurd and Mr John Major 
lasted only a matter of hours. 

The unabashed calls from 
some MPs for Mr Michael 
Heseltine to stand against Mrs 
Thatcher hi this week's leader- 
ship contest have drawn in loy- 
alists determined to vilify the 
former defence minister. 

Thus the weekend judgment 
of Mr Peter Temple-Morris 
(Leominster) that Mr Heseltine 
could restore toe government’s 
fortunes brought the counter- 
blast from Sir Patrick McNair- 
Wilson (New Forest) that the 
party was being destroyed by 
the “ego” of one man. 

Mr Temple-Morris said on 
BBC Television's On The 
Record that Mr Heseltine 
would make an outstanding 
prime minister. “I think he has 
the sort of modem, national-in- 
terest but internationalist 
views, particularly as far as 
Europe is concerned, but also 
as far as industry is con- 
cerned ... to be the sort of 
prime minister that taka 


us best, I think, towards the 
next century. 

“We can't do the 90s in the 
same atmosphere and the same 
mood as the 80s. It all looks 
very stale, and unless we are 
very careful as a party, I am 
afraid we are going to lose toe 
next election. I am quite confi- 
dent that Michael Heseltine 
would win It.” 

Mr Temple-Morris said that 
in an election for the party 
leadership, Mr Heseltine would 
need to seek support in the 
range of “the 159 sacred figure 
which compels the prime min- 
ister’s resignation.” 

Mr Robert Hicks (Cornwall 
SE) said on the same pro- 
gramme that Mr Heseltine was 
obliged to stand. “I think that 
one has to admit that Mrs 
Thatcher is now herself a 
major political issue," he went 
on. 

A call by Mr Cyril Townsend 
(Bexleyheath) for Mr Heseltine 
to throw his hat into the lead- 
ership ring prompted a warn- 
ing from Sir Marcus Fox (Shi- 


pley) that undermining Mrs 
Thatcher was playing straight 
into the hands of the Labour 
party. 

The viewing public mean- 
while - the voters on which 
all the participants depend - 
bave been presented with a 
picture of a party at war with 
itself. 

A party that once prided 
itself on fighting its frequently 
bloody battles in private before 
presenting a serenely united 
front in public has fallen into 
the trap that ensnared the 
Labour party in the early 
1980s. 

In one sense, the charges 
and countercharges being 
relayed over the air waves sim- 
ply reflect the rising tempera- 
ture at Westminster. 

From huddling in the tea 
room and plotting to the corri- 
dors of the Commons, it Is only 
a hundred yards or so to the 
purpose-built recording studios 
that television and radio sta- 
tions provide for MPs. 

Mrs Thatcher's supporters 


can claim also with some justi- 
fication that some of her televi- 
sual opponents fall into the 
confirmed dissident, the “rent- 
a-quote" or the slightly eccen- 
tric category. 

No one should be surprised 
by the public disloyalty shown 
by Sir Anthony Meyer (Clwyd 
NW) since he challenged Mrs 
Thatcher last year. Mr Tony 
Marlow (Northampton N), one 
of her most vocal critics, has 
long been regarded as a maver- 
ick 

The public interventions of 
more “middle-of-the road” Tory 
MPs such as Mr Temple-Morris 
and Mr Townsend, however, 
cannot be easily dismissed. 
They provide a glimpse of the 
single most important factor 
driving Mr Hes el tine’s band- 
wagon - fear of defeat at the 
general election. 

If anything will dislodge Mrs 
Thatcher - and the betting 
among even some of her oppo- 
nents is that she will more 
likely than not survive this 
week - it is that fear. 



Support troops for both sides line up for fray 


By Ralph Atkins 


EVEN IF there is only one candidate for 
the Conservative party leadership so far 
- the Prime Minister - the behind-the- 
scenes teams of campaign managers 
that would be needed if there were a 
full-scale contest are already lining up. 

Mr Michael Heseltine, the former 
defence secretary, spent much of last 
week taking his own soundings on his 
standing at Westminster. He also had 
Dr Keith Hampson, the Tory MP for 
Leeds North West, and Mr Michael 
Mates, MP for Hampshire East, avail- 
able to help as “eyes and ears" to toe 
Commons lobbies and bars. 

Mr Heseltine may be more calculat- 
ing than other senior Tories, but he is 
no more machiavellian. All cabinet 
ministers have parliamentary private 


secretaries to act as an unpaid two-way 
communication link with backbenchers, 
either on government or party business. 

In return for their loyalty - which 
frequently continues after their mentor 
leaves office - they can hope for a 
leg- up into toe ministerial ranks. 

Supporters of the prime minister 
have also begun thinkin g about a possi- 
ble strategy should Mrs Thatcher's lead- 
ership be contested. Details are likely to 
be kept under wraps until another can- 
didate is nominated. 

Last year. Sir George Younger, the 
former defence secretary, acted as her 
campaign manager, but his new job as 
chairman of the Royal Bank of Scotland 
may prove too time-consuming. Sir Nor- 
man Fowler, the former employment 


secretary, has been tipped as another 
possibility. 

Insiders, however, were yesterday 
playing down the possibility of his tak- 
ing more than a back-seat role. 

Of Mr Heseltine’s lieutenants, Mr 
Hampson was his parliamentary private 
secretary during much of his time to 
office. Mr Hampson, aged 47, is an affa- 
ble, bright Tory whose politics put him 
on the “wet” wing of the party. 

With Mrs Thatcher at the govern- 
ment’s helm, he has been passed over 
for ministerial office. Instead, he has 
focused on his role as a member of the 
cross-party trade and industry select 
committee and his special interest in 
education. 

Under toe prime ministership of Mr 


Heseltine, however, he could expect the 
ministerial car and red boxes to arrive 
swiftly. 

Mr Michael Mates, too, has not been 
promoted to government office under 
Mrs Thatcher but, as chairman of the 
Commons select committee on defence, 
he has had a High profile during the 
crisis in the Gulf. 

An upright appearance and bushy 
eyebrows betray Mr Mates' background 
in the Queen's Dragoon Guards, where 
he rose to the r ank of lieutenant colo- 
nel, and explain his nickname at West- 
minster, “Colonel Mates”. 

At the age of 56, a successful bid for 
the Tory party leadership by Mr 
Heseltine could see Mr Mates putting 
experience into practice. 


Action over 
IRA urged 
in aftermath 
of deaths 

By Our Belfast 
Correspondent 

ULSTER Unionists yesterday 
demanded urgent government 
action against the Irish Repub- 
lican Army after the murder of 
four more men in Northern 
Ireland. All told, 26 people 
have been killed since the 
start of October in one of 
Ulster’s most intensive periods 
of terrorist violence in recent 
years. 

A police inspector, a 
part-time reserve constable, a 
civil servant and an electrician 
were shot dead by terrorists 
who ambushed them as they 
prepared for a wildfowling 
expedition on the shores of 
Lough Neagh on Saturday. 

The killings are likely to 
lead to a review of security 
procedures for off-duty mem- 
bers of the security forces, 
although one police source 
said the victims would not 
have been difficult to amhmth. 

'Hie Lough Neagh murders 
have cast the shadow of terror- 
ist violence over Remem- 
brance Sunday in Ulster. In 
1987, 11 ci vilians died when an 
IRA bomb exploded at a Poppy 
Day service at Enniskillen. 

The latest killings have 
occurred at the start of a polit- 
ically sensitive week In the 
province with the fifth anni- 
versary of the Anglo-Irish 
agreement on Thursday. 

Mr David Trimble, the 
Ulster Unionist MP for Upper 
Bann, said: “It is only two 
days since Mr Peter Brooke, 
the Northern Ireland secre- 
tary, made yet another speech 
in which he was holding out 
inducements to republicans if 
they would enter the political 
process. I wonder how much 
more evidence he needs of the 
fact that these people need to 
be suppressed and put down.” 

He said the killings would 
put back any solution to the 
problems of Northern Ireland. 


Fife plant expansion 

FMC, a Chicago-based 
manufacturer of oil extraction 
equipment, is to entente the 
assembly and test facilities at 
its plant in Dunfermline, Fife. 
The existing workforce of 245 
people will be Increased by 
118. 


Opposition challenge 
on submarine retired 
after £100m refit 


By David White, Defence Correspondent 


THE OPPOSITION yesterday 
called on the government to 

explain why up to -~— 

been spent on modernising a 
nuclear subniaiine that is now 
to be taken out of service. 

The Ministry of Defence has 
decided to decommission the 
the submarine Warspite even 
though the vessel has nearly 
completed a refit at Devonport 
dockyard, Plymouth, lasting 
more than two years. 

Mr Martin O’Neill, the 
shadow defence secretary, said: 
“We shall ask ministers to 
explain why so much taxpay- 
ers' money has been wasted in 
this way.” 

The ministry also announced 
that another nuclear-powered 
submarine, Churchill, was 
being pulled out of service. 
That follows the announce- 
ment in July that one of Chur- 
chill's sister-ships. Conqueror, 
which sank the Argentine 
cruiser General Belgrano in 
the 1982 Falklands conflict, 
was to be retired by the end of 
the year as part of immediate 
economy measures. 

The decisions follow an 
inspection of all the Royal 
Navy's 21 nuclear-powered sub- 
marines. which was ordered 
after the discovery of what 
appealed to he a hairline crack 
in the primary cooling system 
of Warspite’s nuclear reactor 
in January thin year. 


refused to comment on the 
condition of toe vessels, it is 

the inspection were taken into 
account to deciding which sub- 
marines to decommission. 

The issue is particularly sen- 
sitive since the other nuclear- 
powered submarines now in 
service - including four Reso- 
lution-class vessels armed with 
Polaris strategic nuclear mis- 
siles - are powered with the 
same kind of Rolls-Royce pres- 

surised-water reactors. 

Warspite. commissioned in 
1967, and Churchill, finished 
three years later, are among 
the navy's oldest nuclear-pow- 
ered submarines. 

The ministry said it had 
decided to retire the two sub- 
marines immediately to avoid 
further unnecessary expendi- 
ture. The move was expected 
to save £9m in the current 
financial year and more in sub- 
sequent years. 

The decision, toe ministry 
added, was part of the Options 
for Change review, which it 
had warned in July would 
involve a sharp reduction in 
the submarine fleet. Apart 
from the four-vessel strategic 
deterrent force - with new 
Trident submarines due to take 
over from the Polaris vessels 
from 1994 - the number would 
be reduced from 27 to about 16. 
Three quarters of them would 


Conservative group wants 
finance taught at school 


By David Waller 

EDUCATION in personal 
finance and investment should 
begin at school if the UK is 
serious about promoting wider 
share ownership, according to 
a pamphlet published today by 
the Bow Group, the centre- 
right Conservative think tank. 

The report's authors, Mr 
David Shaw, Conservative MP 
for Dover, and Mr Alistair Mar- 
sella of the Bow Group, argue 
that the national curriculum 
should include a subject called 
Personal Finance and Money, 
because the majority of people 
have had no tuition in finance. 

The report recommends that 


personal equity plans (Peps) 
should be replaced with a new 
savings plan in which income 
tax relief would be given at the 
basic rate of tax at source. 
Peps, It argues, are limited 
because they provide relief for 
Only gain ft (ay 

Capital gains tax on securi- 
ties transactions should be 
replaced by a tax on gains 
made within one year and pri- 
vate investors should have 
access to direct electronic deal- 
ing; the report says. 

Widening Shore Ownership. 
Bow Group. 92 Bishops Bridge 
Rd, London W2 5AB. £5. 
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Implications of 'unbundling’ 

Whether to unravel 
the inextricable 

Breaking up a group of companies is a taxation minefield that 
can prove extremely costly. David Waller explains why 

T he wort "unbundling*’ Tax, Advance Corporation Tax, publicity, " warned lafn A1 
entered the City's and stamp duty. hams at the conference 1 

vocabulary in July Here is the essence of the month. "It’s far too easy for 

*351 year when 5%lr nmhlorn fnr nflknnAlIno CAmo. 


T he wort “unbundling*’ 
entered the City’s 
vocabulary in July 
last year when Sir 
James Goldsmith and Diends 
at Hoylake launched their 
£13bn bid for BAT Industries, 
the tobacco- to- insurance con- 
glomerate. At a now famous 
press conference, Sir James 
explained how big, congiomer- 
atised companies needed to be 
"liberated” by being broken 
into their constituent pacts. 

The Idea caught on; on the 
day of the press conference it 
was enough to drive the stock- 
market to a peak for the year, 
and over the following months 
BATs management did some 
of its own unbundling, even if 
it continued to battle against 
the bid from Hoylake. Eventu- 
ally, in April this year, the bid 
was dropped, but even now the 
idea lives on. 

That much was obvious last 
month at a conference given by 
Ernst & Young, the accoun- 
tancy firm, on the tax implica- 
tions of unbundling. At least 
200 delegates from companies 
as diverse as Barclays Bank, 
APV. British Telecom, George 
Wimpey, Reed International 
and Thorn EMI, listened to 
briefings on what Andrew 
Jones, bead of tax at Ernst & 
Young, called "the unravelling 
of the apparently inextricable'’. 

The attendance of so many 
delegates suggests that large 
numbers of blue-chip compa- 
nies are considering unbundl- 
ing either themselves or other 
companies, and perhaps poor 
stock-market conditions alone 
are bolding back numerous 
transactions of this nature. In 
the meantime, would-be 
unbundlers will have Hmg to 
think about the complicated 
tax implications of such deals. 

Whether dismembering your- 
self or somebody else’s com- 
pany, tax considerations are 
fundamental. Get the tax-plan- 
ning wrong, and tens if not 
hundreds of millions of pounds 
may end up in the coffers of 
the Inland Revenue rather 
than in the hands of sharehold- 
ers. The taxes to which the 
unbundler may end up being 
liable include Capital Gains 


Tax, Advance Corporation Tax. 
and stamp duty. 

Here is the essence of the 
problem for unbundling some- 
body else's company: Company 
A buys the whole of Company 
B but Company A is only inter- 
ested in one of the businesses 
carried on by Company B. 
However, if the unwanted busi- 
ness is subsequently sold off. 
Company A crystallises a tax 
liability which adds to the 
effective price paid for the 
company. At the outset of the 
bid, it may not be possible to 
establish how much tax would 
have to be paid. Company A 
has to buy blind. 

As lain Abrahams of E&Y 
spelt out at the conference last 
month, in practice the prob- 
lems are significantly more 
complicated. What happens if 
there are numerous subsid- 
iaries? What happens if the 
bidder is domiciled overseas? 
What happens if the businesses 
the purchaser is interested in 
keeping straddle a number of 
separate legal entities? 


W hat happens is that 
the bidding company 
spends millions of 
pounds in fees attempting to 
unscramble all the variables, 
to set up the ideal tax struc- 
ture, to negotiate with the Rev- 
enue with a view to getting 
approval for one of the offi- 
cially allowed reconstruction 
schemes. These are complex 
pass-the-parcel exercises 
whereby companies and busi- 
nesses are shuffled from one 
set of owners to another, with- 
out any tax having to be paid. 

Roger White, head of tax at 
KPMG Peat Marwick McLin- 
tock, says that the first step for 
the Udder will be to attempt to 
establish the base cost of the 
target’s assets and investments 
(ie the figure on which any 
capital gain will be calculated). 
Whether the bid is for shares 
or cash will make a difference. 
The bidder will have to prove 
that the reconstruction is a 
bona fide commercial transac- 
tion and not motivated simply 
by tax considerations. 

"Watch out that you don’t 
hang yourself with your own 


publicity," warned lafn Abra- 
hams at the conference last 
month. "It’s far too easy for the 
chairman to get carried away 
in the heat of a takeover bid 
and say that the stun of the 
parts would be worth more 
than the whole. You can't go 
back on that later." 

If the tax law applicable to 
third-party unbundling exer- 
cises is fabulously arcane, it is 
far from simple for a company 
to unbundle itself. This is 
despite special provisions 
introduced in the Finance Act 
1380 which could almost have 
been designed by Sir Jimmy 
himself, insofar as they were 
framed to allow conglomerates 
to dismember themselves in 
the name of liberation and 
shareholder value. 

Few companies have availed 
themselves of the so-called 
demerger rules introduced in 
1980. Trafalgar House spun off 
Fleet Holdings in 1981. Last 
year, Williams Holdings off- 
loaded its Pendragon motor 
distribution company and FKI 
Babcock unscrambled itself 
into Its constituent parts. In 
November last year Courtaulds 
announced a self-unbundling 
programme; by February of 
this year, the company had 
successfully split itself into 
two parts, one the traditional 
textile business, the other the 
chemicals operations. 

The Courtaulds transaction 
provides a good example of the 
complications of doing some- 
thing as apparently simple and 
sensible as a demerger. "The 
fact of the matter is that a 
demerger looks very like a tax 
avoidance scheme.” recalls 
Richard Lapthorne, Cour- 
tauld'a finance director. 

"When we decided to do the 
deal I rang an assistant direc- 
tor at the Revenue to explain 
what we had decided to do. He 
simply could not believe that 
we were doing it for bona fide 
reasons. He had never come 
across any businessmen who 
wanted to make their empire 
smaller. I'm sure he thought 
that whatever motives we had. 
they could not possibly be 
pure." 

The main difficulty was with 
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Quality beyond the shop-floor 

Exhortation is not enough 

Simon Holberton reports on calls for a more rigorous strategy 


Sir James Goldsmith (above) coined the word ‘unbundling* 
when he announced Hoyiatce’s bid tor BAT 


the company’s £60m mountain 
of unrecovered advance corpo- 
ration tax. When a company 
pays a dividend, it is obliged to 
pay over to the Revenue a pro- 
portion of the corporation tax 
on the profits of the period for 
which the dividend is paid. The 
resulting ACT can be set off 
against a future tax bill - but 
only insofar as the profits are 
generated in the UK. 

Approximately three quar- 
ters of the chemicals opera- 
tion’s turnover was generated 
overseas, while the bulk of the 
textiles business was based in 
the UK. There would be no 
point in structuring the trans- 
action so that the unrecovered 
ACT remained in the chemi- 
cals company; it would never 
earn the UK profits against 
which to set off the ACT. 
Accordingly, Courtaulds tried 
to split the ACT, £40m going to 
textiles, £20m to chemicals-. . 

The Revenue would not have 
any of this, invoking anti-tax 
avoidance legislation. Court- 
aulds encountered the Reve- 
nue’s suspicions at every stage 
during negotiations. "They 
ignored all our commercial 
arguments,” says Lapthorne. 
"Every time we suggested 
something, they said no, no, 


no.” Courtaulds did not get its 
way on this score; had the new 
textile company not suffered a 
loss in 1989 as a result of the 
restructuring, the demerger 
would not have been neutral in 
tax terms. 

The exercise was made espe- 
cially diffi cult for Courtaulds 
because the two different busi- 
nesses shared a common legal 
infrastructure. This had to be 
broken apart for the demerger 
and problems arose when deal- 
ing with pensions, share 
options and stamp duty. "We 
were dealing with immensely 
complicated areas of tax law; 
and the Revenue was clearly 
fearful of establishing prece- 
dents which could be exploited 
for tax avoidance at a later 
date,” says Lapthorne. 

Courtaulds’ experience 
should be borne in mind by all 
attempting something simple 
In theory but highly complex 
in practice. As Lapthorne said 
in a letter to the Financial 
Times shortly after the trans- 
action was completed: "The 
legislative framework within 
which UK tax authorities work 
has not been drafted to cope 
with the principles of demerger 
when set against the practicali- 
ties of fiscal life in the 1990s.” 


T here was a time in 
Britain, about 10 years 
ago, when “quality” 
meant getting the engineering 
right. No more. 

Some leading British compa- 
nies are beginning to appreci- 
ate that embracing quality 
means no less than a far-reach- 
ing process of organisational 
change and development. 

Moreover, this process has 
to be management-driven, and 
visibly so, for it to have a 
chance of success. Quality is 
no longer a thing which hap- 
pens on the shop-floor but is 
part of the whole company’s 
attitude to Its customers, both 
external and internal, and its 
work. 

As the British Quality Asso- 
ciation’s annual conference 
last Thursday in London dem- 
onstrated, these companies 
believe that - temporary 
recession notwithstanding - 
if they are to prosper in the 
1990s and beyond, their busi- 
ness plans and strategies have 
to be framed with quality at 
the centre. It is being adopted 
by companies in some of the 
most competitive markets In 
international industry. 

The scale of effort required 
to embrace total quality prop- 
erly is enormous, yet even so 
the process does not provide 
quick fixes or immediate, mea- 
surable results in terms of 
profit 

The presentations given by 
executives from GPT, ihe tele- 
communications equipment 
company, Texas Instruments, 
the US electronics multina- 
tional, and British Telecom, 
nwriprUngrf this; they showed 
that change has to be worked 
at continuously and cannot be 
brought about simply through 
exhortation. 

Mike Grabiner, fir’s director 
of qualify and organisation, 
«aid that BT sees total quality 
as "a strategic and a competi- 
tive weapon". It Is also using 
it as an agent of change. “We 
need an organisation which is 
interdependent and which 
works as a team - not as in 
years gone by with different 
tribes operating in an aggres- 
sive way between themselves,” 
he said. 

For the past four years BT 
has been going through a 
lengthy exercise in training its 
managers for total quality. BT 
started with Its top managers 
and followed a fairly usual 


approach of “cascading” the 
quality message down through 
its layers of 43,000 managers. 

The initial response was 
“agonising, defensiveness, 
non-belief" which, he said, was 
countered by vision building. 
Defining what sort of company 
BT wanted to be - a custom- 
er-responsive organisation - 
and, through workshops, 
creating goals for managers 
and personal projects around 
which teams could be built. 

There are some 3,000 pro- 
jects currently running at BT, 
some of which have produced 
“million pound" savings, but 
Grabiner noted that the com- 
pany was still finding it diffi- 
cult to break down the “it's 
my secret" mentality. He also 
noted that while a firm foun- 
dation had been built for 
improvement BT was still 
unable to install a company- 
wide “cost of poor quality” 
measurement system. 

Operating at 
lowest cost 

“This has meant we have diffi- 
culty in identifying bottom 
line savings as a result of the 
effort put into total quality 
management," he said. “We 
acknowledge that we have a 
very long way to go before we 
could claim to be operating at 
the lowest cost.” 

GPT, the result of a merger 
of the telecoms businesses of 
Plessey and GEC, also used 
total quality as an agent of 
change and method by which 
management could forge a 
durable culture. Brian Meade, 
director In charge of GPT’s 
business systems group, said 
his company's “development 
organisational capability pro- 
gramme", as Us TQM drive is 
known, grew out of a realisa- 
tion in 1988 that GPT needed 
to bring together the two rival 
factions which comprised the 
company. 

The company developed a 
strategic intention to be the 
world's fifth largest telecoms 
group by being a top supplier 
not only of products but also 
service and customer satisfac- 
tion. In tiie spring of 1988 it 
exposed this strategy to its top 
200 managers during a series 
of 10 one-week seminars. 

"We tried to expose the 
hangups, concerns, problems, 
and worries of the somewhat 


fragmented organisation at 
the time," he said. “We tried 
to engender a feeling of team 
spirit in the senior manage- 
ment of GPT and give them a 
common goal.” 

This was repeated with the 
next top 2,000 managers and 
then to the company's more 
than 20,000 workforce. "At 
first a great many of the man- 
agers on the workshops were 
cynical, not believing; it was 
just another initiative, just 
another TQM move, just 
another flavour of the 
month. . . Through workshops 
people began to believe that 
GPT had a future.” 

Meade said GPT’s approach 
to quality - Ufa* that of BT 
and TI - is strongly team- 
based. Business and quality 
improvement teams look at 
problems and priorities and 
decide how best to tackle 
them. 

Then action teams are 
formed. The business improve- 
ment teams and the action 
teams operate across func- 
tional boundaries and across 
management layers. “This Is 
the only way we see of involv- 
ing the workforce and manag- 
ers In improving the effective- 
ness of the company,” he said. 

Meade said there were no 
quick and easy solutions and 
that it would take time before 
the quality drive showed up on 
GPTs “bottom line". He said 
GPT had spent £3m to £4m In 
tees and lost production time 
on the initiative but it had 
already yielded benefits in 
work flexibility and bad gener- 
ated a “tremendous sense of 
power and authority” among 
the workforce to change 

thiiipL 

Sen Sanders, managing 
director of TI’s north Euro- 
pean semiconductor division, 
said that his company first 
Introduced a total quality pro- 
gramme in 1980; it started 
with analyses of the "cost of 
quality" and today is focusing 
the business on customer care 
and treating service as a pro- 
cess. He said IT has been 
working to engender a culture 
of "continuous improvement”. 

“Failure to recognise that 
continuous improvement Is a 
priority for everyone in the 
organisation to address at 
every level and function prob- 
ably accounts for more fail- 
ures in business today than for 
any other reason," he asserted. 


First Relationships Last. Wve always believed in idationships. And 
still do. It’s a philosophy which few banks adhere to these days, simply because they favor 
short- term profits over long-term growth. 

Wfe see things differently In fact, we're such fervent believers in the concept of 
“relationship banking” that we’ve organized ourselves like a partnership far the purpose of 
helping clients succeed. 

True, our relationship philosophy requires a sizable upfront and ongoing investment 
in time and effort to understand your business. But that in-depth knowledge— along with 
a wealth of financial solutions— gives your First Chicago Relationship Manager a decisive 
edge. So you get fresher ideas, foster response times, and more creative, better crafted deals. 

On the strength of this expertise and these resources, I believe that First Chicago 
now leads the industry in its commitment to long-term dient relationships. Fm signing this 
on behalf of all my colleagues who are proving every day that “First Relationships Last” 

■ C/ZmAv** 

Barry F. SoMhwi. Channu, Hrat Chicago Corporation 


“The Motor Industry 
Gives Us the Business.” 

K E Ludvigsen MS.4E 
Chairman 

■Give’ may not be the right word, Mr Ludvigsen. You and your 
many Associate* around die world have worked hard to earn more 
dan 400 projects in your company'* first seven year*. Mo« arc 
from repeat clients who value custom-built serv.ee 
and counsel, specifically tailored to lead directly to management 
action. You must mean chat Ludvigsen has succmsfclly met tough 
business challenges from the premier vehicle manufacturers, 
suppliers and services worldwide who have expanded their 
capabilities and extended their bomo» wMi professional research, 
analysis. recommendatioM and implementation by the dcdicaied 
motor industry management consultants. 

For further infbmurtioH please ctmurt 
LUDVIGSEN ASSOCIATES LIMITED 
Suire 1601 105/106 New W Strec London W 1 Y 9UI England 
Telephone (07l) 493 7711 FaabnHr (071) 491 8*>7 
Telex 261376 lOFBNT> G 



AEUROMOTOR"* group company 


( Halifax B uilding ' 
Society 

Floating Rate Loan Notes 1994 
For the three month period from 
9 November, 1990 to II February/ 99 J 
the Notes wlD bear Interest at the rate 
of 13.975 per cent, per annum. 
The Coupon amounts will be 
£ 1 79.95 per £5.000 Note and 
£1.799.52 per £50.000 Note, 
payable on |] February, 1991. 
Morgan Grenfell & Co. Limited ^ 

y. Agou Bonk J 


LEGAL NOTICE 


RegMsred number 1163496 
Trading name: Qtanticn Construction Limited 
Nature o» business; Construction 
Trade daasincatian: 23 
Due at appointment of admbuatraUve receiv- 
ers: 31 October 1900 

Nona at parson appointing the mAitii Voca- 
tive receivers: The Royal Bank ol Scotland 
Pte 

David John Stokaa and MaiooMi John Lon- 
don 

Joint MmlntatraUse Receivers 
{oOlce holder noa 2682 and 2082 ) of 
Shelley House. 3 Noble Suvet 
London EC2V 700 


RENTALS 


KEN WOODS 
RENTAL 


QUALITY niCMlStKO 

runs amb houses 

Short and Leo* L*H 
23 Sprtea Loaded W2 1M 
Td: 071-602 2271 TaRm 2SZ71 
Du [072} 262 3758 
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THE WEEK AHEAD 


FINANCIAL TIMES MONDAY NOVEMBER 12 1990 


ECONOMICS 


Inflation expected to stay at 10.9% 


DID UK Inflation peak at 105 
per cent last month, or has 
headline inflation broken the 
II per cent barrier? Indicators 
released this week will provide 
clues in advance of Friday's 
inflation statistics. 

Analysts expect retail price 
inflation to remain at 105 per 
cent in the year to October, but 
markets will focus on the 
underlying inflation rate, 
which excludes housing costs 
and is considered the best 
indicator of inflationary pres- 
sure. 

Many UK observers now 
believe further interest rate 
cuts are inevitable. But there is 
no clear consensus as to 
whether these cuts will come 
sooner rather than later. 

This week's UK statistics are 
unlikely to clarify the issue. 
Indications of depressed real 
activity will coexist with signs 
that inflationary price and 
wage pressures have still not 
abated, providing divergent 
signals for monetary policy. 

Today's announcement of 
producer price increases will 
indicate whether cost pres- 


TURKISH 

FINANCE 

AND 

INDUSTRY 

The Financial Times proposes 
to publish tins survey on: 

21 November 1990 

For a full editorial synopsis and 
advertisement details, 
pieue contact: 

In Turkey Qro Costutc, Bond 
Levent Toraj Sok. 14 I s kande r 
Apt 1 80600 Istanbul. 

Tel : 1 1793649 Tctee 27365 
CIRO TR or in London Chris 
Schaamdog on 071 873 3428 
or Connie Davis on 071 873 3514 


or write to him or her at 
Number One, 
Southwark Bridge 
London SEI 9HL 


FINANCIALTIMES 
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AH Items 

ax. Mortgage 
Merest payments 


Aug ‘88 1989 


sures have eased, while failing 
retail sales today and indus- 
trial production tomorrow are 
expected to confirm the eco- 
nomic slowdown. 

Average earnings growth, 
released on Thursday, is expec- 
ted to have remained above 10 
per cent in September, in spite 
of rising unemployment and 
falling vacancies. 

In Basie, Switzerland, today 
central bank governors of the 

PARLIAMENT 

Today 

Commons: Debate on Queen’s 
Speech. 

Lords: Debate on Queen’s 
Speech. 

Select committees: Environ- 
ment Subject, The Climatolog- 
ical and Environmental Effects 
of the Destruction of the Bain 
Forests. Witness, Mrs Lynda 
Chalker, Overseas Develop- 
ment Minister. Room 21, 
4.15pm. 

Home Affairs: Subject, Polic- 
ing Football Hooliganism. Wit- 
nesses: Football Association, 
Football League, Football Sup- 
porters' Association. Room 8, 
4.15pm. 

Tomorrow 

Commons: Debate on Queen's 
Speech. 

Lords: Debate on Queen's 
Speech. 

Wednesday 

Commons: Final day of Debate 
on Queen’s Speech. 

Lards: Final day of Debate on 
Queen’s Speech. 

Select Committees: Welsh 
Affairs: Subject, Future of 
Open-Cast Coal Mining in 
Wales. Witnesses: Assembly of 


Group of Ten leading indus- 
trial nations meet for their reg- 
ular monthly discussion of 
world economic prospects. 

On Tuesday, the EC central 
bank governors are expected to 
agree the statutes of the 

planned European central. 

Other events and statistics, 
with median market forecasts 
by MMS international, the 
finance research company, 
include: 

Today: UK, provisional retail 
sales (down 0.4 per cent in 
October), October producer 
prices, input and output (both 
up 05 per cent). 

Tomorrow: UK, industrial pro- 
duction for September (down 
05 per cent). September manu- 
facturing output (down 0.5 per 
cent). 

Wednesday: US, October retail 
sales and excluding autos (both 
unchanged), industrial produc- 
tion in October (down 05 per 
cent), capacity utilisation in 
October (83 per cent). Japan, 
trade balance in October 
($4.6bn). 

Thursday: UK, unemployment 
in October (up 23,000), average 


Welsh Counties. Room 8, 

1050pm. 

Trade and Industry: Subject, 
Sale of Rover Group to British 
Aerospace. Witnesses: Prof. 
Roland Smith, British Aero- 
space chairman, and Lord 
Young of Graffham, Room 15, 
10.45am. 

Energy: Subject, Decommis- 
sioning of oil and gas fields. 
Witnesses: Mr W. Butler, (hi 
and Gas Division, Department 
of Energy, and Mr M. Johns, 
Director, Oil and Financial 
Board of inland Revenue. 
Room 18, 11pm 
Employment: Subject, 

Employment and Training of 
the Disabled. Witnesses: 
Organisations representing the 
disabled. Room 20, 4.15pm 
Home Affairs: Subject, Polic- 
ing Football Hooliganism. Wit- 
nesses: Mr James Anderton, 
Chief Constable of Greater 
Manchester Police and other 
police witnesses. Room 15, 
4.15pm 

Public Accounts: Subject, 
New British Library. Wit- 
nesses: Mr A. Brown, Property 
Services Agency, Mr K. Cooper, 
British Library, and Mr C. Hen- 
derson, Office of Arts and 
Libraries Room 16, 4.15pm 
Transport: Subject, Urban 
Public Transport, Light Rail 


earnings for September 
(annual 10.25 per cent 
increase), September unit wage 
costs (annual 85 per cent 
increase). US, monetary aggre- 
gates, September business 
inventories (up 05 per cent). 
France, October preliminary 
cons um er price index (annual 
35 per cent increase). 

Friday: UK, retail price index 
in October (annual 10.9 per 
cent), October public sector 
debt repayment (£1.9bn). US, 
October consumer price index 
(up 0.7 per cent), excluding 
food and energy (up 0.4 per 
cent), merchandise trade bal- 
ance in September (-S8.9bn). 
Japan, October wholesale price 
index (annual 1.5 per cent 
increase ). Canada, October 
nrraanmpr price index (annual 
4.7 per cent increase). 

During the week: Germany, 
October wholesale price index 
(annual 15 per cent increase) 
and producer price index 
(annual 2.1 per cent rise), Sep- 
tember retail sales (annual 85 
per cent increase). 

Edward Balls 


Option. Witnesses: Olympia 
and York Canary Wharf. Room 
17, 4.15pm) 


Thursday 

Commons: Debate on EC docu- 
ments on indirect tax rate pro- 
posals, technical proposals for 
VAT and control of excise 
movements. Debate on EC doc- 
uments on conservation of Ash- 
ing resources. 

Lords: Debate on the report of 
tbe EC committee on the 
future of rural society. Motion 
on the report of the Arch- 
bishop's Commission on Faith 
in the Countryside. Census 
(Confidentiality) Bill, second 
reading. Question to Govern- 
ment on commitment to fund- 
ing for hospices. 

Select committee: Agriculture: 
Subject, Microwave ovens. Wit- 
nesses: officials from Ministry 
of Agriculture and Association 
of Manufacturers of Domestic 
Electrical Appliances Room 20, 
10.45am) 


Friday 

Commons: Debate on Road 
Safety. 


UK COMPANIES 

THE SLOWDOWN in the UK 
economy will feed its way into 
British Steel’s interim results 
on Monday, with analysts 
expecting a sharp fell in pre- 
tax profits from £420m last 
time to about £330m. 

According to Janet Sidda- 
way, engineering and metals 
analyst at Klein wort Benson, 
who is predicting pre-tax prof- 
its of £300m to £340m, the trad- 
ing profit and projections for 
the remainder of the year may 
be more significant than pre- 
tax profits as a guide to the 
company’s position. 


British Airways will report 
its first half results on Wednes- 
day which analysts expect to 
show a £300m-£310m pre-tax 
profit. BA reported pre-tax 
earnings of £156m for the first 
quarter of this year and second 
quarter earnings are expected 
to be around £l50m. Compared 
to many other large interna- 
tional airlines whose profits 
have been falling or have 
moved into 1 ms, BA's first-half 
performance Is judged strong 
by the City. However .like other 
airlines, BA's profits are expec- 
ted to be hit by rising fuel 


prices and the economic slow- 
down in the second half. Ana- 
lysts now forecast full-year pre- 
tax profits of around £300 m, 
compared with £345m last year- 
Boots, the drugs and chemists 
company still digesting last 
year’s acquisition of the Ward 
White business, is expected to 
turn in a resilient set of figures 
when it announces its interims 
on Wednesday although ana- 
lysts are not looking for profits 
to advance much from last 
year’s £160m. . 

Burton, the fashion retailer, 
wiU probably present a for sor- 


rier Picture and its annual pre- 
to PSTmay tall by stout 
£90m to the £14flm . Con- 

cerns over its property inter- 
ests persist On 

come, one of the 
performing pharmaceutical 
stocks this year, reports results 
for the year to the end of 
August. Analysts have been 
cuffing their forecasts in the 
face of adverse currency move- 
ments and worse thanexpected 
Se?of the anti-AIDS drug 
Retrovir. Pre-tax Profits are 

likely to be up 18 to 20 per 
cent, at £335m - £340m. 


UK COMPANIES 

■ TODAY 

COMPANY MEETINGS: 
Associated Nursing 
Services, 11, Henrietta 
Street, Covent Garden, 
W.C.. 5.00 

Astra Holdings. New 
Connaught Rooms, Great 
Queen Street, W.C., 10.30 
BOARD MEETINGS: 
Finals: 

BOC 

Bridport-Gundry 
Manganese Bronze 
Wardle Storeys 
Martins: 

Amur. Business Systems 
BET 

British Steel 
Butte Mining 
Hartlepools Water 
Mercury Asset 
Management 
Stratton Inv. Tst 

■ TOMORROW 

COMPANY MEETINGS: 
Frogmore Estates, 
Selfridge Hotel, Oxford 
Street, W.. 10.30 
fntereurope Technofgy 
Services, Lyases House. 
High Street, Fareham, 


Hampshire, 11.00 
Mucklow (A & J.). 
Chamber of Commerce, 
Edgbaston, Birmingham, 
1250 

BOARD MEETINGS: 
Finals: 

Metro Radio 
Interims: 

AAH 

Ambrose Inv. Tst 
Body Shop Inti. 

De La Rue 
East Surrey Water 
Govett American 
Endeavour Fund 
Great Portland Estates 
Heath (C.E.) 

London Inti. 

Marshalts 
Meyer Inti. 

Somic 
Unigate 
Warburg (S.G.) 

■ WEDNESDAY 
NOVEMBER 14 
COMPANY MEETINGS: 

Ftl Group. Howard Hotel. 
Temple Place. W.C.. 12.00 
Goodwin, Great Morefon 
Hall. Congleton, Cheshire, 
10.00 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 
Arcadian InO. 3p 
Ancolectric 0.48p 
Do. A 0 48c 

Cadbury Schweppes 3p 
Capita I.Sp 
Clarke, Ntekolla 025p 
Edmond Hidga. 0.6Sp 
Great Southern 3p 
Kingston Oil & Gas 0-56p 
Lon Merchant Securities 2.6p 
Macro 4 5-2p 
Menders 2p 
North Brit Can Inv 3.6p 
Redfand &25p 
RentoMI 1.06p 
SD-Sdcon 0_275p 
Scholes 5-22p 
Sheffield Insulations I.Bp 
Worcester 1.33p 

■ TOMORROW 
Avonmora Foods A (r1_25p 
BBA2-25P 

Citicorp 44.5cta 
Grampian 1.5p 
Horn ©stake Mining Sets 
Ibex ip 
Mlnorco 32cts 


Treasury 3 pc 1991 IJpc 

■ WEDNESDAY NOVEMBER 
14 

Boosey & Hawkas 4p 
Dolphin Packaging 1-5p 
Haynes Publishing 5Sp 
Merchants Trust 2L25p 
Ossory Estates 0.45p 
Rath bone Brothers 2p 
TVS Entertainment 3p 

■ THURSDAY NOVEMBER IS 
Abbott Labs. 21 cts 

Assoc Nursing Sendees 2p 
Australian Agricultural AS0.10 
BHH Ip 

Barclays Bank 18pc Ln 2002/ 

07 ape 

Do. 8J*pC Ln. 1968/93 41, pc 
Beattie (James) B4«pc Deb. 
1988/90 3%pc 

Britannia Building Society FKg 
Rate Nts 1395 £382.18 
Brunswick 1.84p 
Bumdene In vs. i5pc Ln 2007/ 

12 7.12 pc 

Chase Manhattan 30cts 
Do. Fltg Rote Nts 2000 S208.04 


Isotron. Howard Hotel. 
Temple Place. W.C-, 12-00 
Melville. Britannia Hotel. 
Grosvenor Square. W., 
10.00 

BOARD MEETINGS: 

Finals: 

Five Oaks Inva. 

Jessups 
Moran Hidga 
Principal Hotels 
Interims: 

ACT 

Boots 

British Airways 
Dunhill 

Electrocomponents 
Hadieigh Inds. 

Land Securities 
Regallan Props. 

Thom EMI 
VSE=L Consortium 
Whitbread Inv. 

■ THURSDAY NOVEMBER 

IS 

COMPANY MEETINGS: 
Barratt Developments, 
Plasterers Hall, 1, London 
Wall, E.C., 11.00 
Druck HkJgs.. Fir Tree 
Lane, Groby. Leicester. 
12.00 


Colgate-Palmolive 45cts 
Conversion 9% pc 2006 4^ pc 
Exchequer IsLpc Ln 1996 
6%pc 

F & C Smaller Co's. 6pc PC 
2. Ip 

Fairey 2.75p 

First Chicago Fltg Rats Nts 
Feb 1997 $20934 
Gen Motors Acceptance Corp. 
lOttpc Nts 18/11/82 SHpc 
Goodwin (L6p 

Hambros Inv. Tst. Spc PI 1.75p 
Harding 1.75p 
Head lam 0.7Sp 
Hickson Inti. 2.85p 
Inter-American Dev. Bank 
pc Ln 2015 4^ pc 
Kll ling hall (Rubber) I0p 
Korea Exchange Bank Fttg 
Rats Nts 2000 *447.22 
Liberty 1.7p 
Do. Non-Vtg 1.7p 
Marsh & McLennan 85cts 
Midland Bank Fltg Rate Nta 
2001 £191.09 

National Westminster Bank 
Var Rats Nts £390.68 
National Westminster Finance 


Green (E. & Partners), 
Buchanan 

Communications, 36. SL 
Andrew's Hill. E.C., 3.00 
Lloyds Chemists, Rod Uon 

Hotel. A the rs tone, 
Warwickshire, 10.30 
Raine Inds.. The Assembly 
Rooms. Derby. 12.00 
Ramus, Palace Road. N-. 
12.00 

Thorpe (F.W.). Birmingham 
Chamber of Commerce 
and Industry. 75. Harbome 
Road, Birmingham, 3.15 
BOARD MEETINGS: 

Finals: 

Blenheim Exhibitions 
Burton 
Concentric 
Drayton Asia Trust 
FKI 

Gleason (M.J.) 

Greyfriars Inv. 

Tomkinsans 

Wellcome 

Interims: 

Bank of Ireland _ 

F & C Germany Inv. Tst 
Graham Wood 
Harts tone 
Honda Motor 
Locker (Thomas) 


Old Fltg Rats Nts S230 
Nava Corp at Alberta IScts 
PacMcorp 36cts 
Queensland Treasury I2pc 
Nts 15/5/97 6pc 
Scot American Inv. 4pc Deb 

Shell Trans A Trading 8.4p 
Do. (Br) a 4p 

Standard Lite Assce Spc Parp 
2*2 PC 

Sun Lite 14p 

Suncor 12 *8 pc Deb B 1901 
6ft pc 
TAN 3-6p 

Treasury 12kpc Ln 1995 6*8 pc 
UC8 Sldac 6pc Deb 1985/90 
3pC 

■ FRIDAY NOVEMBER 18 
Bank at Scotland (Governor 
A Co of) Und Fttg Rate Prim 
Cap Nta *444.03 
Bank of Wales Ip 
Bankers Tst Inti Cap Fttg Rata 
Nts 1996 $207.64 
Barratt Devs. 5.70p 
Brooks Service 1-84p 
Cap A Regional Props. 05p 


Rexmore 
Sanders & Sidney 
600 Group 
Staveley Industries 

■ FRIDAY NOVEMBER 16 
COMPANY MEETINGS: 
Dalgety, CentrepolnL 103, 
New Oxford Street W.C., 
11.30 

Gent (S.R.). Painters' Hall, 
9, Little Trinity Lane, E.C.. 
12.00 

Renlshaw, Post House 
Hotel, Thombury, Avon. 
12-00 

BOARD MEETINGS: 
interims: 

British Inv. Trust 
Ferrari Hldgs. 

Gates (Frank G.) 

Klnta Kallas Inva. 
Portsmouth & Sunderland 
Newspapers 
Company meetings are 
annual general meetings 
unless otherwise staled. 


Cttyv Irion 0.5p 
Commercial Union 9p 
Evered T.S35p 
Expamet IntL 4.18p 
Folkee Q.GSp 
Do. Non. v 0.55p 
GT Venture Inv. 2.5p 
Hasbro Sets 

Intereurope Tech Serva 5Ap 
Johnston Press l.75p 
Local Authority 15% pc Bds 
22/5191 7.6375pc 
Middegata 1.5p 
Oceana Cons 0l75p 
PCTX4p 

PFG Hodgson Kenyon 2. Ip 
Quicks 2p 
Servomex 7.8p 
TV-am 4p 

TrustfKxne Forte 2.75p 
United Newspapers 7.5p 
Wankte Colliery NZ$005 
Westpoot lev. Tat 1£6p 
Yule Catto2p 






CONSTRUCTION CONTRACTS 


NOVEMBER 13-15 
Computers Id The City 90. 
Focussing on the automation of 
trading and investment banking, 
flexible architechturcs. IT 
management style and decision 
support in trading and risk 
management. The Barbican Centre. 
Contact: Frances Bcllamy-Knights. 
Blenheim Online 
Tel: 08 1-868 4466 Ext 250. 


--NOVEMBER 19 

INDUSTRIAL WASTE 
CONTROL & LIABILITY 
London Tara Hotel, Kensington 
In depth analysis of new le gis lation, 
liabilities and management 
techniques for waste producers & 
disposal operators. 

Contact: Euro Seminars Lid. 

Tel: 071-408 1923 

Fax: 07I-4V5 1495 LONDON 


NOVEMBER 14 

Packaging in World Trade Nigel 
Lawson and Chief Executives examine 
an industry increasingly global in 
outlook. Views and assessments of the 
industry's most stimulating speakers; 
strategies of the world's leading 
companies; the implications of 
monetary union for EC countries. 
Contact Delia Taylor. Tel: 0732 364422. 
Fax 0732 361534 

LONDON 

NOVEMBER 19 

Towards the new Century 
(00 Years of Japanese Parliamentary 
Institutions Jointly organised: Royal 
Institute of International Affairs and 
the Japan society. Involves British 
and Japanese parliamentarians. 
Chatham House. 10 St James' Sq. 
London Enquiries: Japan Society 
071 434 4507 

LONDON 

NOVEMBER 21 

Economic Prospects 1991 
A major seminar on the business 
outlook for 1991 Botanical Gardens. 
Birmingham. Contact: Miss Pam 
Leigh. Economic Techniques. 

Tel: 0782717541. 

Fax: 0782 717060 
BIRMINGHAM 

NOVEMBER 23 
EDI AND THE FINANCE 
DEPARTMENT 
Closing the Payments Loop 
The London Press Centre 
London EC4 
Contact: Victoria Garvin 
IBC Ltd 

Tel: 071-637 4383 

LONDON 

NOVEMBER 26 

How to Sell Your Business. 

A one-day conference for owners and 
their advisors covering all aspects of 
u company sale. Le Mcridicn Hotel. 
London. Contact; Cavendish 
Corporate Finance. 

Tel: 071-436 2391. 

Fax:071-323 2145. LONDON 


NOVEMBER 19-22 
Golf International 2000 
Exhibitions, Seminar & Workshops. 
For all concerned with developing 
golf courses in UK and Europe 
Seminar - November 19. Royal 
Garden Hotel. London. Exhibition. 
Workshops - Nov 20-22, Sand own 
Park Esher. Surrey. Tel: 081 681 1242 
Fax: 08 1 6810012 
ESHER/LONDON 

NOVEMBER 28 
CORPORATION & THE 
ENVIRONMENT 
London Hilton on Park Lane 
In-depth analysis of new legislation, 
liabilities and essential preparations 
to be made by corporations and their 
advisers. Contact: Euro Seminars 
Lid. Tel: 071-408 1923 
Fax: 07 1 495 1495 LONDON 

NOVEMBER 26-2 8 

Toots and Techniques For 
Implementing Environmental 
Auditing Conference - 
With Air and Water Quality 
Auditing Workshops. 

Sachas Hotel. Manchester. Contact: 
Customer Services Manager. 
Industrial Conferences Division, 

HR Ltd. Tel: 07M 12 0142. 

Fax 071-412 0144 

LONDON 

NOVEMBER 28 

Successful Growth through 
Acquisition One day conference at 
Effingham Park. Copthomc. West 
Sussex jointly organised by Rice 
Waterhouse and Rawlison and 
Butler £75 + VAT. 

Contact: Sieve Crosby. 

Price Waterhouse 0737 766300 

LONDON 

NOVEMBER 29 

TAURUS: NEW DEVELOPMENT 
AND IMPLEMENTATIONS PLANS 

The London Press Centre 
London EC4 
Contact: Victoria Garvin 
IBC Ltd 

Tel: 07 1 -637 4383 

LONDON 


NOVEMBER 29-30 

Information Technology into the 
Next Century. 

R and D - Tbe State or the Market? 
Institute of Physics Annual Corporate 
Affiliate Conference, open to non- 
members. IBM (UK) Laboratories. 
Winchester. Contact Tilly Quanjer 
Tel: 0272 297481 ext 225 
Fax; 0272 294318 
WINCHESTER 

NOVEMBER 29-30 
UJL & CONTINENTAL 
PROPERTY JOINT VENTURES 
London Tara Hotel, Kensington 
Thorough review of the line points 
of property joint venture 
documentation, taxation and finance 
plus Anglo - French PJV Workshop. 
Contact: Euro Seminars Ltd. Tel: 
071-408 1 923 Fax: 07 1 -495 1495 

LONDON 

DECEMBER 3 

A Day with Tom Peters. Life 
Without Hierarchy: The New 
Business Logic at Work. 

A lop management briefing on 
creating competitive organisations in 
today's business environment. Royal 
Lancaster Hotel. Contact: Savina 
Pusich. Economist Conference Unit 
07 1 -976 6565. LONDON 

DECEMBER 3-4 

The Future of tbe Gulf: Risks and 

Opportunites. 

Hyde Park Hotel. London SW1 
Contact: Kate Williamson. 
Conference Connections (UK) Ltd 
Tel: 0767 600662 

LONDON 

DECEMBER 3-4 
Achieving Excellence 
Through Continuous 
Improvement. Tbe Gloucester 
Hotel. London SWT. Contact: 
Customer Services Manager. 
Industrial Conferences Division, 

HR Lid Tel: 071 - 4 12 014Z 
Fox: 071 4120144 

LONDON 

DECEMBER 34 

Energy And the New Europe; the 
Global Dimension The 5th 
International Energy Conference, 
convened by the Royal Institiute of 
Inicmaiiona) Affairs, BIEE, and the 
IAEE. Chatham House. Contact: RHA 
Conferences - 

Tel: 071-930 2233. 

Fax: 071-839 3593 LONDON 


DECEMBER 3-5 

Crass Tratemg (1 day) and Optimum 
Maintenance - managing 
maintenance for greater plant 
availability and peak performance. 

National Motorcycle Museum, 
SolihulL Contact: Customer Services 
Manager, Industrial Conferences 
Division. 

HR Ltd Tel: 071- 4120142. 

SOLIHULL, W. MIDS 

DECEMBER 5 

Energy Fads - Environmental 
Costs and Political Risks. 

London Press Centre. London EC4. 
Contact: Frances Quinn. 

Public Issue Conferences 
Tel: 071-537 3773. 

LONDON 


DECEMBER 6-7 

Digital versus IBM -a two day 
conference New perspectives and 
independent guidance for senior 
managers. Kensington Park Hotel. 
London. Contact: Lucinda Tosh. 

IBC. Technical Services Ltd. 

Tel: 071-236 4080 

LONDON 

DECEMBER 10/ 
JANUARY 22 Update on EC 
and UK Packaging Legislation / 
Cradle - to - Grave Analysis On 
Your Packaging. 

Kensington Palace Hotel. 

POst House Hotel, Heathrow. 

Contact: Customer Services Manager, 
Industrial Conferences Division, 

HR LtdTel: 071-412 0142. 

Fax: 071 4120144 LONDON 

DECEMBER 11 

Acquiring in Italy. Le Mend ten 
Hotel, Piccadilly. London W I . 

A comprehensive guide to tbe Italian 
M & A scene. Sponsored by 
Financiere Indosuez. Coopers & 
Lybtand Europe and Manufacturers 
Hanover. Contact: FI8EX 
Tel: 071-489 9944 
Fax:071-236 6140 LONDON 

JANUARY 8-9 

The Joint Challenge For Unions and 
Management - managing change in 
working practice. 

New Connaught Rooms. London WC2. 
Contact: Customer Services manager. 
Industrial Conferences Division. 
nR LtdTel: 071-4120142. 

Fax: 07 14120144 

LONDON 


JANUARY 29 
WINNING THE PLASTIC 
CARD GAME. Survival 
Strategies for tbe 1990's 
The Cafe Royal London W| 
Contact: Victoria Garvin 
IBC Lid 

Tel: 071-637 4383 

LONDON 


TRADE MISSIONS 


FEBRUARY 2-14 

A London Chamber Trade Mission, 
spending 3 working days each in these 
rich and very pro-British markets. DTI 
financially supported. (Closing date 
23/1 1/90). Contact Tracey Docrell, Td: 
071-248 4444 ext 2070 
Fax:071-489 0391 

OMAN. QATAR, BAHRAIN 

FEBRUARY 22- MARCH 1 

Unique Trade Mission for both 
exporters and importers. DTI & 
Egyptian-British C OF C financial help. 
A grr/honiculru re/food - process 
orientated, but all • comers welcome. 
(Nun £645 incl. fares, occom & many 
extras. Closing date 23/1 1/90). Contact: 
Tracey Dorrell, Tel: 071 -248 4444 ext 
2070. Fax: 07 1 489 0391. 
EGYPT 

MARCH 18-22 

London Chamber Trade Mission. 

DTI financially supported for both 
British exporters and importers. 
(Goring date 1 1/12/90). Contact: Nynzi 
Mating, LCCL 

Tel: 07 1 -248 4444. Fax: 07 1 -489 039 1 

GREECE & CYPRUS 


EXHIBITIONS 


NOVEMBER 13-15 
Computers In The City . 

Europe's premier financial 
information technology event. It 
brings together over 140 s u ppliers 
from leading edge of IT. 
encompassing a whole spectrum of 
applicantions directly relevant to ibe 
world of high finance. For 
complimentary exhibition tickets or 
more info call 081-868 4466. 
BARBICAN, LONDON 

NOVEMBER 19-23 

INTER PLAS 90 - THE 
TECHNOLOGICAL SHOW 
International Plastics and Rubber 

Exhibition. Opening hours: 19-22 
Nov. 09.30- 17-30. 23 Nov. 09.30 - 
16.00. Contact Nicola Biddle fora 
complimentary registration ticket. 
Reed Exhibition Companies. 

021 70S 6707 

NEC, BIRMINGHAM 


£50m headquarters Norwich 
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NOR WEST HOLST has been 
awarded the £50m design and 
construct contract for the 
n art onal headauarters building 
of the Department of Health 
and the Department of Social 
Security, at Quarry Hill in 
Leeds. 

Described as a landmark 
building for the Quarry Hill 
area. Quarry House includes 
400.000 sg ft of office space for 
an anticipated 2J100 employees, 
together with a range of recre- 
ational faciliti e s and extensive 
landscaping. 

As part of the team, Crown 
House Engineering will design, 
supply and install all the 
mechanical and electrical ser- 
vices. Its work will include pro- 
viding comprehensive air con- 
ditioning systems and an 
extensive data cabling manage- 
ment system, together with the 
installation of raised flooring 
and suspended ceilings. 


The reference design is 
based on a central aids, on 
which the building is placed 
symetrically. The west eleva- 
tion, with views down the site, 
stops the axis of the Headrow- 
Leeds boulevard with an arch 
as the formal entrance to the 
building. 

The east elevation, the staff 
entrance and the main view 
from the road, is two-storeys 
taller, with a stone tower in 
the centre, flanked by two 
pavilions with carved roofs. 
The north and south elevations 
have curved walls. 

Quarry House is split into 
three levels; the base Is a gran- 
ite plinth; the middle is a brick 
elevation incorporating York 
stone; and the top is a slate 
mansarded roof. 

Two internal courtyards 
with atria will be landscaped 
and form the corporate heart of 
each state department. 


Scottish motorway deal 


SHANKS & HcEWAN 
(CONTRACTORS), the Scot- 
tish -based civil engineering 
and building company, which 
forms part of Shan fat & UcE- 
wan Group, has been awarded 
contracts worth nearly £51m 
for road and bridge b uilding 
work. 

The largest contract is a 
£3Sm order from tbe Scottish 
Development Department for 
the construction of 8.6 km of 
the M74, from Kirkpatrick- 
Fleming to Gretna. It is part of 
the total upgrading of the A74 
trunk road to dual three-lane 
motorway and includes associ- 
ated side roads and numerous 
bridges. 

Another contract placed by 
tbe Scottish Development 
Department, worth £7-8m, is 
for the construction trf the Al 
Tower to Dunglass diversion 
which forms a bypass to the 


east of Cockburnspath and 
includes 4 2 km of stogie car- 
riageway, three bridges - one 
of which crosses the Edin- 
burgh to London east coast 
railway line — and a number 
of other structures. 

The third contract, worth 
£7.9m, has been awarded by 
Tayside Regional Council It 
covers the construction of 
phase 12 of the Dundee Inner 
ring road, a length of dual car- 
riageway in the centre of Dun- 
dee, with associated reinforced 
concrete structures. 

Other contracts recently 
awarded to the company 
include alterations and exten- 
sions to Hawick High School, 
worth £4£m, awarded by Bor- 
ders fegional Council, and 
extensions to Alloa sewage 
treatment works, worth 
£3.6lm, awarded by Central 
Regional Council. 


Amey wins £43m orders 


To advertise in this section please telephone Mark Hall-Smith 071-873 3580 


AMEY CONSTRUCTION has 
received contracts totalling 
£43m in the past two months, 
with £25m won in October and 
flfim in September. 

Heading tbe list Is a £15m 
contract for the A27 Pate ham 
to Coldean section of the 
Brighton bypass. 

Otter roadworks include the 
Gillingham relief road in Dor- 
set, reconstruction of part of 
the A34 Oxford bypass between 
Botley and Hinksey , and new 
roads for the Telford and Mil- 
ton Keynes Development Cor- 
poration. 


Civil airport works include 
the elevated airport link to the 
new terminal building at Man- 
chester, taxiway reconstruc- 
tion at Catwick, and the Lith- 
gow staff car park at 
Heathrow. 

In addition, there are defence 
works at RAF Machrihanish 
and RAF Buchan in Scotland, 
and RAF Cottesmore in 

E ngland 

There is also an order for 
Welsh Water at Trearddur Bay 
plus a number of motorway 
and road planning contracts 
for the newly-acquired Asfere. 


HAY GURNEY A CO, Norwich, 
has won the contract for the 
next phase of the Norwich 
southern bypass for an esti- 
mated £l5m. Work starts soon 
for completion in two years. 

The contract covers 7km 
from the Trowse bypass to just 
east of the All Cringleford 
bypass. It includes an inter- 
change on the Aio Ipswich 
road, two railway bridges and 
six road bridges. The order was 
placed by the Department of 
Transport 

* * * 

CEMENTATION MINING, a 
member of the Trafalgar House 
Group, has been awarded con- 
tracts by British Coal valued at 
£10. 4m. The two most recent 
are for underground drivage 
works at Point of Ayr, north 
Wales, and White moor, Selby. 

Other contracts are for 
repairs to underground road- 
ways at Littleton Colliery; for 
drivage of a roadway for devel- 
opment of a new coal face at 
the Bickershaw complex; and 
for drivage of main access 
roadways to a new working 
area at Silverdale C ollie ry 

j k * w 

ALFRED McALPINE CON- 
STRUCTION major projects 
has won a £14.3m contract 
from the Department of Trans- 
port to build the second stage 
of tbe Brighton bypass, the 
Muddleswood to Patcham sec- 
tion, 5.6 km long. 

Structures include six 
bridges and four retaining 
wails. The 133-week project 
starts this month. 

_ * * * 

KIER CONSTRUCTION, part of 
Bearer, has been awarded a 
£14m contract at tbe Sizewell B 
nuclear power station. 

Piaced by Nuclear Electric, 
toe order includes the provi- 
sion of a garage, ad minis tra- 
rion buildings, a workshop, 
stores and a gate house. The 
contract starts in November. 
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Where the gods 
must dance at night 

Colin Amery hails the restoration of 
Spencer House 

N\ 


30r? 


?5j* 

3 «»M bT* 


T Ifc 


-■’-c; to fu. 

:7i~L 5® ft 


•adeBai 

r Pf i 

. . “’-5c 

r ; : - ; I-iiS; 
‘ . - 


I 


■ ’ 1T2 v L> 

- r^ns-" 


orthumberland, Norfolk, 
Devonshire. Harewood, 
Chesterfield, Cumbe rlan d 
. - Londonderry. Grosvenor, 
Montagu, Carrington, Dorchester. 
Pembroke, Backfogham, Portman 
Barcourt, Derby, Bedford ... the lit- 
any of names is long, and each one 
represents a great London house that 
has been demolished. The physical 
destruction of the aristocratic palaces 
of London has been a slow and tortu- 
ous process. At certain times the pace 
has quickened - war and crippling 
taxation have taken their toll. Traffic, 
hotels and the rewards of property 
development have speeded the 
decline. 

The British preference For life in the 
country, where the acres you see from 
your windows belong to you, has also 
encouraged the demise of grand living 
in London. Country houses may have 
benefltted from the sales of London 
property, but Loudon is much poorer 
than Paris or Rome when it comes to 
the surviving numbers of town pal- 
aces and their collections. 

A reminder of the quality of these 
lost houses and of the splendour of 
their world is shortly to be officially 
unveiled. Spencer House in St. 
James’s on Green Park was built 
between 1756 and 1766 for John, first 
Earl of Spencer. He was a patron and 
collector of the utmost discernment 
and a key figure in the story of Spen- 
cer House. The other key figure is the 
present Lord Rothschild, whose com- 
pany EFT Capital Partners pic pur- 
chased a long lease from the Trustees 
of the Spencer Estate in 1985 and pro- 
ceeded to restore the house. Today it 
fulfils a sensible combination of uses 
- the state rooms being used for 
meetings and entertainment and the 
less important parts for offices. 

What has been achieved at Spencer 
House represents a model restoration 
of an historic building. It was 
appropriately the setting for last 


week’s symposium of the World 
Monuments Fund and delegates could 
see Car themselves the beauties of this 
remarkable bouse. Keen eyed 
delegates will have noticed that the 
quality of the restoration is closer to 
the work of continental restorers than 
it is to the recent unfortunate 
treatments of The Queen’s House in 
Greenwich, and Somerset House; it is 
living proof that the correct 
combination of talents does exist in 
England and the use of a multitude of 
wise advisers can. with the help of 
intelligent patronage, produce fine 
results. 

All the official bodies - English 
Heritage, The Georgian Group. 
Westminster City Council - proffered 
advice and help but I am sure it was 
the impetus and work of a powerful 
private company that ensured speedy 
success. The architects were Rol/e 
Judd, the interior designer David 
Miinaric. the master carver Dick Reid 
from York, and Taveners were the 
decorators. The full list of people 
involved in the restoration is endless 
and it is often tbe work of an unsung 
gilder or polisher of scagliola that has 
achieved the most amazing visual 
effect. 

Without question one of the most 
Important historic buildings in 
London, the great beauty of Spencer 
House has survived despite some war 
damage and an extraordinary variety 
of occupiers from The Ladies' Army 
and Navy Club to Messrs Christie's 
and the Economist Intelligence Unit 
When it was built in the 18th century, 
it was one of the grandest private 
houses and it remains the most 
beautiful of the few that survive. It 
marks a turning point in English 
architectural history from 
Palladlanism to neo-classicism. The 
piano nobile is one of the finest suites 
of Greek Revival rooms In the 
country. I feel that the painted room 
mi the first floor is one of the most 



Spencer House, seen from Green Park: a reminder of London's lost houses of splendour 


exquisite rooms in London, if not in 
England. 

As his architectural adviser the 
first Earl Spencer consulted Colonel 
George Gray who was one of the more 
prominent members of the Society of 
Dilettanti, a group devoted to the 
promotion of the classical style in 
England. His architect was John 
Vardy who had trained under Lord 
Burlington's protege, William Kent 
The glory of Spencer House is the 
triumphant way It conjures up the 
classical world, a vision of Georgian 
confidence that looks over the 
picturesque landscape of Green Park. 
Its decoration is Arcadian, suggestive 
of festivals, fertility, harvest and the 
benign presence of the gods enjoying 
a perpetual spring. 

Ceres, Bacchus and Flora grace the 
pediment that feces the park above 
the Doric order of the main floor. Tbe 
frieze carries sacrificial ox skulls and 
shallow plates (patera) for drinking 
libations to the gods. You enter the 
house through a door set in an arch of 
triumph leading to a sombre Roman 
vestibule that is rich in the symbols 


of sacrifice. Imagine the excitement in 
tlie l&th century of placing above the 
chimney piece a cast of a relief of 
Antinous from Hadrian's villa which 
had only been excavated in 1730. 

The progression in Spencer House 
is from stone solemnity to gilded 
grandeur. The great rooms of 
assembly are on the first floor and 
they are now sumptuous end glorious. 
Enormous care is being taken to 
reinstate furnishings and fittings - 
many of which were removed for 
safety during the war and have been 
permanently installed at the Spencer 
seat at A1 thorp. Chimney pieces are 
being recarved, pier glasses carefully 
copied, and also some of the original 
furniture. 

The house has been fortunate in 
securing some fine loans. The Royal 
Collection has lent five canvasses by 
Benjamin West, which were 
commissioned by King George ED far 
the Warm Room at Buckingham 
House. Three of these, showing the 
deaths of heroes, hang in the dining 
room- at Spencer House which was 
altered by Henry Holland. Hm? Royal 


Academy has lent its late 
18th-century copy of “The School of 
Athens”, and original Vardy furniture 
designed for the house has been lent 
by Temple Newsam and the V & A 
museums. It is a particular pleasure 
to see the furniture designed for 
Athenian Stuart's painted room, and 
modelled directly on antique 
examples, restored to the room from 
its more recent home at Kenwood. 

Nothing matches the excitement of 
seeing Lord Spencer's room with 
VardjPs palm-fringed alcove. Did the 
ladies drink exotic teas here between 
the blackamoors while their men 
were more bibulous in the dining 
room? Today it glistens with new 
gilding, the alcove richly covered with 
Palmyra sunflower rosettes - a 
setting as festive as you could desire. 

Spencer House will be opened on 
certain weekends in the summer after 
April next year. There can be no 
doubt that the restoration is a rare 
triumph of scholarship and taste. 
When the house is quiet at night I 
have no doubt that the gods are 
dancing. 


-2 ‘ Siobhan Davies Dance Company 


SADLER'S WELLS 

1 .-1= . 

t-^z It is the feel of Siobhan 
_■ ~ hi Davies’s dances that is appeai- 
ing. We see a dancer stretching 
— i ; an arm out into space, and 

then the torso surrendering to 

that Impulse and bending this 

way or that Sometimes the 
legs stand braced, and there's 
an interesting <a " || ^ nn in how 
the torso leans way off its ver- 
tical. Sometimes the legs are 
compliant,, either by dipping 
and bending or by carrying the 
impulse over the ground. The 
movement keeps shifting 
between soft and firm: an 
attractive texture, with an 
especially beautiful use of the 
mine. This is not movement 
you or I could do, hut it feds 
natural to us. 

It feels sensitive, too. 
Davies's dances are not about 
specific emotions, but even the 
solos are full of different kinds 
of tenderness, supportiveness, 
responsiveness. The dancers 
respond to space itself to the 
call of tbe moment, to each 
other, to the movement’s cur- 
rent, and sometimes they are 
answering several visible or 
invisible calls at once or in 
quick succession. A g ain, that 
couldn’t be us up there doing 
that, and yet doesn't it catch 
the way we often feel in our 
dally life? 

I say all this, I admire how 
her pieces are made. I know 
that they have a store of detail 
that would reward repeated 
viewing . . . and yet my heart’s 
not in it Not in the pieces she 
makes tar her own co m pa n y, 
that is. When she choreo- 
graphs for the Rambert com- 
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Paul Douglas in ‘Different Trains’ 




pany, however, I'm excited. 
Her three Rambert works since 
1988 have a slicing attack and 
a richness of phrase that are 
sheer tonic. Tbe Rambert danc- 
ers have feet, legs, jumps and 
speed, and she uses all that to 
enrich her palette. The dancers 
in her own company are beau- 
tifully articulate, but what 
they're doing is lyridsed pedes- 
trianism. There is something 
moresenshive-than-tbou about 
tharn that makes me want to 
kick my neighbour. 

Davies founded this com- 
pany in 1968. Its work has been 
widely admired, and this short 
season is, 1 think, the first time 
a one-choreographer British 


dance company has made it to 
Sadler's Wells. (The company 
repeats this programme on 
November 26 at the Queen Eliz- 
abeth HalL) White Man Steps 
has been revived from the 1988 
season. Now as then 1 find it 
subtle, intricate and bland, too 
neatly studied with gesture- 
motifs, and too studiously 
allied to each shift of tone in 
its eponymous score (a string 
quartet by Kevin Volans). 
Peter Mumford's lighting, as 
ever, does wonders in drama- 
tising the space. 

Different Trains, her new 
work, is the finest piece she 
has yet made for her own com- 
pany. Its subject is tbe score 


(eponymous again) by Steve 
Reich, which uses string quar- 
tet, three layers of taped string 
quartet, spoken text, and train 
sounds. Reich contrasts differ- 
ent train journeys in "America 

- Before the war”, “Europe - 
During the war”, and “After 
tbe war”, and voices speak 
fragmentary lines from various 
personal stories. Davies’s cho- 
reography is similarly made up 
of separate threads. One dance 
after another contains fleeting 
hints of partly-told narrative, 
and most of them convey a 
sense of journeying. Davies has 
even made Scott Clark - a 
dancer who has hitherto 
enclosed himself in some nar- 
row cylinder of private space 

- project characterfully. He 
has become a character, not 
just a kinesphere. and his 
dancin g is alive with tone and 
contrast. 

There are, however, other 
reasons why even this accom- 
plished, interesting work 
doesn't wow me (it does oth- 
ers), and I will list them 
briefly. Its pressure is too even 
from first to last Its characters 
and situations change, but 
they do not grow. David Buck- 
land's decor - a fascinating 
work of art in itself - is over- 
bearing and intrusive. And, for 
all its conscientious attention 
to its score, this isn't choreog- 
raphy that helps you hear 
music better. Come to think of 
it, I find these same drawbacks 
In most pieces Davies has 
made. 

Alastair Macaulay 


Gewandhaus Orchestra 


BARBICAN HALL 

Both the future and tbe past 
loomed large at the Leipzig 
Gewandhaus Orchestra’s con- 
certs last week. Now that Ger- 
man unification is complete, 
this orchestra, always one of 
the most widely-travelled from 
Eastern Europe, should 
become a frequent visitor. This 
month it has been to four Brit- 
ish cities and a major Euro- 
pean tour is already planned 
for 1993, when it celebrates its 
250th anniversary. 

The Leipzig Gewandhaus is 
the oldest concert orchestra In 
Germany, a heritage of which 
it is understandably proud. To 
illustrate its history a substan- 
tial booklet was being given 
away describing the long rela- 
tionship between tbe orchestra 
and Brahms. It included a foil 
chronology of the perfor- 
mances Brahms gave at the 
Gewandhaus, which included 
all four of his symphonies and 
the two piano concertos. 

As these were the works In 
tbe three Barbican pro- 
grammes, there could be no 
doubt as to the spirit in which 
the concerts were being pro- 
moted. Under Kurt Masor’s 
direction, together with Sawal- 
lisch, arguably now the leading 
interpreter of the German clas- 
sics, these were to be “authen- 
tic” performances in the other 
sense of the word: traditional, 
idiomatic, rooted in history. 

And so. by and large, they 
proved. But it has to be said 
that the virtues of this style of 
performance were a long tune 
making themselves felt. 
Reports from the opening con- 


cert, which I did not attend, 
were unenfhusiastic; the sec- 
ond, on Thursday, made a dis- 
appointing start. Masur led a 
flat account of the Third Sym- 
phony, swift and genial, but 
otherwise quite featureless and 
so dominated by tbe strings 
that wind and brass made no 
impression at alL 

The two concertos fared 
somewhat better. Alfred Bren- 
del is no less experienced a 
Brahms interpreter, though his 
instincts have led him to differ- 
ent conchMions. Tbe D Miner 
Concerto was cool and con- 
tained (a world away from the 
fireball performance that Bish- 
op-Kovacevlch gave us when 
the Royal Concertgebouw was 
on its tour last year); the B flat 
wanned more readily to the 
music’s lyricism, in both, 
though, there was a didactic 
quality about the playing, 
where one wanted spontaneous 
involvement 

At this point, mid-way 
through Friday's concert, it 
may have seemed that the 
Leipzig Brahms tradition was 
losing its potency. 'But then 
Masor led his players into as 
fine a performance of the 
Fourth Symphony as I have 
heard, lingering so long over 
the very first note that nobody 
can have been in any doubt 
that music-making erf the most 
loving, inspirational kind was 
to follow. The symphony has 
never seemed more lofty: this, 
at last was Brahmsian passion 
on the grandest scale. 

Richard Fairman 
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November 9-15 


MUSIC 

London 

Isaac Stern, Yo-Yo Ma and 
Emanuel Ax play Brahms. (Mon}. 
Royal Festival Hall. 
gnphuh Chamber Orchestra con- 
ducted by Yehudi Menuhin in 
an all Mozart programme. (Mon). 
Barbican HalL 

Monteverdi choir conducted by 
John Eliot Gardiner In an all 
Brahms cycle. (Tues). Queen 
Elizabeth HalL 

Royal Philharmonic Orchestra 
conducted by Geoffrey Simon 
perform Walton's Belshazzar's 
Feast. CWedV Barbican Hall. 

Isaac Stern birthday conceit: 
London Symphony Orchestra 
with Yo-Yo Ma, Isaac Stern. 
Emanuel Ax: Beethoven triple 
concerto and violin concerto. 
(Thurs). Royal Festival Hall. 

Paris 

Orchestra Colonize conducted 
by Bertrand de Billy, Lazar Ber- 
man ,t piano): Tchaikovsky. (Mon). 
Salle Pleyel <45638873), 

Maria Joao Pitres, piano, Augus- 
tin Dumay, violin: Beethoven 
(Tue). Theatre des Champs Ely- 
sees (<0203637). 

Vlado Perlemuter, piano: 
Debussy, RaveKTue) Salle Pleyel 
<45638873). 

Rafael Orozco, piano: Mozart, 
Schumann. Liszt iTuoj Salle Gav- 
eau ( 495305i>7). 

Orchestra de Paris conducted 
by Carlo Maria Giulini: Schub- 
ertiWed, Thur) Salle Pteyel 
(45638873). , „ 

Orchestra National de France 
conducted by Neeme Jarvi, 
GidonKreraer. viniin: Paert, 
Schnittke, Sibelius iThur). 


Theatre des Champs ElysSes 
(47203637). 

mi fc hail Pietnev: Tchaikovsky, 
Mussorgsky (Thur). Salle Gav- 
«au(49530507). 

Frankfurt 

The Leipzig Gewaldhausorches- 
tra under Kurt Mazur plays 
Brahms. (Thurs). AJte Oper. 

Amsterdam 
Netherlands Philharmonic and 
massed choirs, with Alexandra 
Coku (soprano) and Jard van 
Nes (contralto), Hartmut Haen- 
chen conducting. Mahler's Sec- 
ond Symphony. Concertgebouw 
(Mon, Tues). 

Royal Concertgebouw Orchestra 
conducted by Jakov Kraizberg. 
with Frank Peter Zimmermann 
(violin). Dvorak. Stravinsky. Con- 
certgebouw (Wed. Thurj. 

Berlin Philharmonia Quartet. 
Reger. Beethoven- Concertge- 
bouw (Thur) (71B 345). 

Utrecht 

Amsterdam Baroque Orchestra 
conducted by Ton Koopman. 
Mozart Vredenburg (Thur). 
Imogen Cooper (piano) with the 
Netherlands Chamber Orchestra 
conducted by Antoni Ros-Marba. 
Haydn. Mozart, Shostakovich. 
Vredenburg (Mon). 

Jaill land Quartet. Mozart Wolpe. 
Schubert. Vredenburg (Mon). 
Netherlands Philharmonic and 
massed choirs, with Alexandra 
Coku (soprano) and Jard van 
Nes (contralto), Hartmut Haen- 
chen conducting. Mahler's Sec- 
ond Symphony. Vredenburg 
(Wed). 


Antwerp 

New Belgian Chamber Orchestra 
conducted by Jan Caeyers with 
Lluis Claret (cello) and Hakan 
Hardenberger (trumpet). Haydn, 
(Tues). De Singei. 

Helen Adams (soprano) accompa- 
nied by Koen Kessels (piano) 
Lleder by Richard Strauss (Wed). 
KoninklJJke Vlaamse opera. 


Brussels 

Liege Philharmonic Orchestra 
conducted by Pierre Bartholomee 
performing Beethoven’s Eroica 
symphony. Palais des Beaux- 
Arts. (Mon). 

Moscow Quartet playing Haydn. 
Schnittke, and Tchaikovsky. 
Palais des Beaux -Arts. (Tues). 
Uege Philharmonic Orchestra 
conducted by Pierre Bartholomee 
with Ingrid Haebler (piano) per- 
forming works of Mahler and 
Mozart Palais des Beaux-Arts. 
(Wed). 

BET Philharmonic Orchestra 
conducted by Georges Octors 
with E Van Oosthuysen (clarinet) 
K van Seueren (viola): A uber, 
Bruch, Coates, Delius, Resphlghi, 
Rossini, Vaughan Williams, Wal- 
ton. (Thurs). Malson de la Radio. 


Madrid 

Mendelssnhnn Trio. Montsal- 
vatge, Schumann (Tues). Audito- 
rs National de Musiea (387 OX 
00 ). 

Salzburg Mozarteum Orchestra 
conducted by Thomas Koncz. 
Moza rt programma (Thur). Audi- 
tors Nadonal de Musiea (337 
01 00 ). 


Bologna 

Radn Lupu plays Schubert and 
Mozart with the DeutscheKam- 
merakademie conducted by 
Johanness Goritzkl (Mon)- Teatro 
Comunaie (529999). 

Rome 

Petersen Quartet playing the 
six Mozart quartets dedicated 
to Haydn (Thur). Teatro OJim- 

pico (383304). 

New York 

Philadelphia Orchestra con- 
ducted by Charles Dutoit with 
Barry Douglas (piano). Varese, 
Liszt, Rachmaninov (Tues). 
Carnegie Hall (247 7400). 

New York Philharmonic con- 
ducted by Erich Lelnsdorf. Stra- 
vinsky, Debussy. Beethoven 
(Tues); Erich Leinsdorf conduct- 
ing with Malcolm Frager (piano). 
Copland, Dolman yi, Schumann, 
Beethoven (Thur). Avery Fish er 
Hall, Lincoln Center (874 6770). 

Washington 

National Symphony conducted 
by Mstislav Rostropovich with 
William Steck (violin). Nicolai, 
Rosenman, Beethoven (Tue); 
Zdenek Macal conducting with 
Tzimon Barto (piano)- R- Sierra, 
Mahler (Thur). Concert HalL 
Kennedy Center <487 4600). 

Chicago 

Leningrad Philharmonic con- 
ducted by Yuri Temirkanov with 
Viktor Tretyanov (Violin). Tchai- 
kovsky (Tue, Thur). Orchestra 
Hall (435 3322). 


I Capuleti e i 
Montec chi 


GRAND THEATRE, GENEVA 

Bellini's Romeo and Joliet 
opera rarely features In 
Europe's theatre schedules 
- hot when it does, it seems 
to enjoy remarkable good 
fortune. This Geneva 
production was no exception, 
it was, above all, splendidly 
sung. It also had the 
advantage of a stimulating 
and dramatically coherent 
staging, something that can 
by no means be taken for 
granted in earfy-Ottocento 
Italian opera. 

Unlike the Covent Garden 
performances a few years back 
under Mnti, there was no 
galvanising personality in the 
pit. Bat the overall impression 
was one of complete visual 
and musical harmony. How 
rarely one can say that about 
any opera production! 

This was another example 
of the felicitous casting that 
has become a Geneva 
trademark. The principal 
couple, Martine Dupuy and 
Cecilia Gasdia, were finely 
matched In vocal timbre, 
physical stature and dramatic 
fervour. Miss Gasdia’s 
Giuiietta benefltted from the 
resolute Mediterranean 
temperament that has 
distinguished all her Rossini 
and Bellini heroines - she 
has impeccable dramatic 
instincts and an expressive 
intensity that belles her 
doll-Uke appearance. 

The individual way in which 
she took hold of the vocal line 
made for a particularly 
striking opening Cavatina: 
there is a tender and fragile 
quality in the voice, ideal for 
this role, which In the past 
has led to a certain 
waywardness. Here, however, 
she showed an exemplary 
command of the Bellinlan 
cantilena, delicately varying 
tone and phrasing, and never 
resorting to either histrionics 
or to virtuosity for its own 
sake. 


Miss Duplay’s Romeo was 
beautifully proportioned - 
gallant rather than 
Impassioned, occasionally 
uncomfortable hi the lower 
register but otherwise gliding 
over the role’s technical 
hurdles. 

Fine supporting 
per formances Cram Jacob Win 
as Capelllo, Harry Peeters as 
Lorenzo ami the Tebaldo of 
Robert Swenson, an American 
tenor who has a lovely voice 
but not enough of it. 

Bruno CampaneEa’s precise, 
vertical approach to the score 

was safe rather than exciting; 

but the froutrdesk players of 
the Suisse Romande Orchestra 
distinguished them w ives in 
Bellini’s copious instrument 
obligatos, and the chorus goes 
from strength to strength in 
the production. 

Taking his cue from 
Romani’S niuShaltpqiiw»y »n 
libretto, the stage director, 
Robert Careen portrayed the 
lovers as victims of tbe 
unending conflict between two 
powerful families, dressed in 
traditional costumes of 
contrasting red and black. 

Hie two sides engage in a 
stylised battle on the Inner 
stage revolve at the end of Act 
1, are reconciled in Giulietta’s 
dreams in the Tomb Scene, 
and draw swords again at the 
final curtain. 

As in Careen’s contrived 
Lucia production last year in 
Zurich, the heroine’s fate is 
governed by the interests of 
a male-dominated society. But 
in this case, the concept 
discr eetly illuminated the 
drama instead of 
overwhelming tt- Dominated 
by Mifhari Levine’s massive 
red panelled facades and lit 
with dark, atmospheric detail 
by Davy C unningham, the 
whole performance radiated 
theatrical poise and logic. 

Andrew Clark 


Wolfgang 

Holzmair 


WKSMOttE HALL 

Holzmair made his London 
recital debut last year in the 
Wigmore Hall to much praise, 
and his return for two recitals 
this week was generously 
subscribed. On Wednesday 
with the pianist Gerard Wyss 
he presented a short yet highly 
concentrated programme of 
Heine settings - Mendelssohn, 
six o.f Schubert’s 
Schwanengesang , and 

Schumman’s DkhterUebe. 

It was a compelling evening. 
Holzra air’s light baritone (he 
lists Pelteas among his operatic 
roles, which would be worth 
hearing) is used incisively; it 
spits out syllables as 
convincingly as it can float a 
phrase. 

The Mendelssohn songs, 
ending with “Auf Flugeln des 
Gesanges" were perhaps a 
little anodyne, suggesting that 
the singer is happier when 
given something more to do 
than simply to convey benign 
lyrical effusion. 

But starting the 
Sckwcmengesang selection with 
“Der Atlas” broke the mould; 
at several points in the group 
he stretched his sense of line 
almost to breaking point. 


hollowed out the tone, emptied 
a phrase of inflection. It was 
vivid Schubert singing, maybe 
not to all tastes, but certainly 
hard to ignore. 

Wyss had seemed a rather 
leaden partner in Schubert, 
perhaps deciding that such a 
vision of the songs required a 
neutral backdrop, but he 
gradually came to life in the 
Dichterliebe preludes and 
postlndes. Holzmair was more 
restrained here; the 
thunder-and-lightning had 
gone, and the half shades 
returned to the voice again. 

There were some beautiful 
conceptions - “Die Rose, die 
LiUe" caught on tbe wing, with 
seamless Hues yet no sense of 
fuss or Muster, “Bin JQngMng 
liebt mu MSdchen” strap !** and 
direct, the irony just flecked in 
- while “Im Rhein, im 
heiligen Strome" and “Ich 
groDe nicht" received the full 
assertive force: The last three 
songs fell away slightly; the 
focus was lost, the pacing 
became uncertain. But 
Holzmair had already 
confirmed last year’s promise. 

Andrew Clements 


SALEROOM 


Records set at Paris 
porcelain auction 


The four-day sale of the art 
collections of Parisian ceramist 
Camille Le Tallec in Paris last 
week confirmed the robust 
state of the French porcelain 
and faience market, set a 
number of reconi prices amid 
fierce competition between 
bidders, and witnessed an 
impressive series of 
pre-emptions by French 
museums. 

Held by Jacques Taj an of 
Ader Picard Tstfan, the sale 
totalled Fr2&4m (£2.68m) with 
only Fr2.3m worth of lots 
bought in. Prices frequently 
rose to double or triple their 
estimates, set deliberately low 
for Sevres porcelain in the 
light of disappointing results 
in that field in London and 
Monaco sales earlier this year. 

The flnt two days of the 
auction were devoted to the 
rare books, furniture, paintings 
and drawings of Mr Le Talac 
who stffl works in his Paris 
porcelain company supplying 
Tiffany's in New York at the 
age of 84. 

But the major attraction last 
week for private collectors and 
some Swiss, Belgian and 
British dealers, who were 
evidently immune from this 
season's economic salesroom 
blues, was the 400 lots of top 
quality 16 to 19th century 
French and European faience 
and porcelain auctioned on 
Thursday and Friday. 

A majolica plate, circa 1520, 


sold for FrSSOJJOO, more than 
twice its estimate, while a fine 
18th century plate in Marseille 
faience with polychrome 
decoration estimated at 
FrSo-40,000 rocketed to a record 
Fri 70,000. 

A rare mid- 18th century 
Nevers plate depicting two 
men playing tennis estimated 
at Fr50-60,000, established 
awnthar all-time hi gh, also at 
Fr 170 ,000. 

Records for Strasbourg 
fiance were set with a beautiful 
18th century oval dish and a 
rare 1745 rectangular tray from 
Paul Hannong's workshop, 
which were bought by 
collectors for Fr290,000 and 
F 1-360,000, at double their 
estimates. 

The Musde de Sceaux 
pre-empted the sale of an 
exceptional set of three 18th 
century potpourris in Sceaux 
faience which reached 
FrlOOJXK). 

Three Sevres porcelain 
plates from a service made for 
Marie Antoinette rocketed to 
Fr2Q,000, 20 times their 
estimate, only to he preempted 
for tbe Chateau de Versailles. 
Competition among private 
collectors was fiercest for tiny 
cups, some barely two inches 
high, in richly decorated 18th 
century Sevres porcelain, the 
finest of which fetched over 
FiSO^XL 

Nicholas Powell 
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Five minutes 
to midnight 


THE URUGUAY Round of 
multilateral trade negotiations 
stands on the brink of failure, 
following the breakdown of 
talks on farm reform over the 
weekend. As expected, propos- 
als by the European Commu- 
nity, which imply farther cuts 
in support of only some 15 per 
cent between now and 1996, 
have been roundly rejected by 
its partners in the General 
Agreement on Tariffs and 
Trade. 

Developing countries, many 
of which have spent the last 
decade liberalising their own 
economies at the self-righteous 
behest of the industrial world, 
have a right to feel cruelly 
deceived by the EC's grudging 
attitude. It would be under- 
standable if farm exporters 
such as Argentina concluded 
there was no further benefit in 
carrying on. 

They should think very care- 
fully before deciding to walk 
away from the table for good, 
however, because this new cri- 
sis must be overcome. 

The Uruguay Round may be 
condemned to end modestly at 
best, but an unsatisfactory 
agreement would still be better 
than no agreement at all. That 
would surely lead to a virtually 
irretrievable breakdown of the 
trading system. Trade wars 
would proliferate and a sub- 
sidy race would start in agri- 
culture that would leave 
smaller exporters even worse 
off than today. 

Even a modest final result 
could retain some achieve- 
ments of lasting value, notably 
in tariff cuts and dispute settle- 
ment. Much more might have 
been possible bad it not been 
for the astonishing and lamen- 
table lack of leadership that 
has been displayed throughout 
by both the US and the EC. 

Barely credible offer 

The latter in particular 
deserves much of the blame for 
the present debacle. Europe 
has had four years to prepare 
for me anin gful cuts in farm 
support. Yet It delayed until 
the last minute before coming 
out with an offer that is barely 
credible in terms of its own 
previous commitment to pro- 
gressive and substantial reduc- 
tion in support 
That Europe's leaders, both 
at the national and Commis- 
sion level, should have proved 
so spineless in dealing with 
their farmers is a mark of 
shabby parochialism, ill-suited 


to their claims to bold vision 
for the Community of the 
1990s. It has led them to hazard 
the future of the entire world 
trading system for the sake of 
farmers who produce less than 
3 per cent of EC Gross Domes- 
tic Product and account for 
just 8 per cent of its workforce. 

Equal cowardice 

Unfortunately this coincides 
with an almost equal coward 
ice on the part of the Bush 
administration which has 
brought the discussions on lib- 
eralising trade in services 
almost to a halt by insisting on 
pandering to every last vested 
domestic interest. Japan, 
which mi gh t also have been 
counted on to provide some 
leadership, has meanwhile 
retreated into smug silence, 
glad only of the excuse to keep 
its rice market off the table. 

The industrial countries 
must now quickly recover the 
vision with which they 
launched the Round. For the 
EC this means promising, at 
the very least, to extend cuts 
in farm subsidies beyond 1996 
and erring on the side of gener- 
osity elsewhere. It should 
reopen its offer to reconsider 
the possibility of specific curbs 
on export subsidies and drop 
the increased protection it 
allows for oilseeds and corn 
gluten feed. Elsewhere it 
should relax its stringent con- 
ditions for liberalising trade in 
textiles, and abandon forthwith 
its claim to selective emer- 
gency import restraint under 
Gatt’s safeguard rule. The US 
should finally offer some real 
concessions in both services 
and textiles. 

The developing world and 
the Cairns Group of 14 farm 
exporting countries will have 
to help rescue the main powers 
from their own folly and 
incompetence. They cannot do 
this by walking out. They must 
keep up the pressure on the 
EC. US and Japan to negotiate 
in good faith. 

Above all, however. Wash- 
ington and Brussels must back 
away from the self-serving 
approach that has nearly 
brought the Round to disaster. 
This is not only dangerous in 
economic terms at a time of 
looming world slowdown. It 
also risks fuelling political 
instability in the developing 
world and eastern Europe just 
when global co-operation is 
needed to overcome the crisis 
in the Gulf. 


Modernisation 
of Ireland 


THE POWERS of the president 
of the Irish Republic are very 
limited, not much different 
indeed - although Ireland has 
a written constitution - from 
those of the British monarch. 
In a political crisis, the presi- 
dent has absolute discretion to 
refuse to dissolve the Irish Par- 
liament even if the prime min- 
ister of the day has lost his 
majority. But that kind of 
thing does not happen very 
often. For the rest, the role of 
the presidency is to set an 
example - social, cultural and 
intellectual - to the rest of the 
country without becoming 
involved in partisan politics. 

That is why the election of 
Mrs Mary Robinson is regarded 
as a break with the past. In 
other European countries, the 
choice of a woman, even a rela- 
tively young woman like Mrs 
Robinson, would scarcely be 
regarded as a sensation. She is, 
alter all, a successful barrister 
who has worked hard for her 
success and is not new to to 
the political scene. But Ireland 
is different. It is a small coun- 
try which remains in many 
ways extraordinarily conserva- 
tive. It also tends to be domi- 
nated by a political machine: 
Fianna Fail has never before 
seen its candidate for the presi- 
dency fail to be elected and 
would probably have suc- 
ceeded again this time had it 
not made such a mess of the 
campaign. 

Modern world 

Still, Mrs Robinson has won. 
Her views differ from conven- 
tional. conservative Irish 
thinking on a number of 
issues: abortion and divorce, 
for examples. She has some 
understanding of the position 
of the unionists in the north, 
having resigned from the Irish 
Labour party because the 
unionists were not consulted 
about the Anglo-Irish agree- 
ment of 1985. Above all per- 
haps. she appeals to the young, 
and Ireland as a country has 
an usually large number of 
young people. They admire 
here because she is different, is 
not part of a machine, and 
because she seems to belong to 
a more modem world than the 
traditional Irish politicians. 

This question of the modern- 
isation of Ireland is crucial In 
the past few years the Irish 


government has received a 
series of plaudits for its han- 
dling of the economy. And it is 
true that the coalition led by 
Mr Charles Haughey - per- 
haps precisely because it is a 
coalition - has succeeded in 
substantially cutting back on 
government borrowing, reduc- 
ing inflation and achieving an 
annual economic growth rate 
of around 4 per cent In the last 
budget, it was even able to 
lower the main tax rates. 

Welcome improvement 

That is a welcome improve- 
ment on the performance of 
much of the earlier 1980s. Con- 
centrating on the gains of 
1987-89, however, can lead to 
overlooking tbe very low base 
from which the Irish economy 
starts. Ireland is geographi- 
cally the most peripheral coun- 
try in the European Commu- 
nity. When the Channel tunnel 
is complete, it will be the only 
one without a fixed link to the 
continent. Its Gross Domestic 
Product per bead is not only 
below the Community average 
but below that of Britain. Irish 
unemployment seldom falls 
below 15 per cent, a statistic 
which helps to explain the 
steady drain of some of its best 
people abroad. 

Moreover, for all its diversifi- 
cation, the Irish economy is 
still heavily dependent on 
Britain, which accounts for 
around one third of Irish 
exports. Only 5 per cent of 
Irish exports go to the north. 
Thus the economy will be hit 
severely by a British recession, 
just as Irish agriculture will be 
faced with increasing competi- 
tion from eastern Europe. 

Those matters are nothing 
directly to do with Mrs Robin- 
son and it would be quite of 
turn if she were to use her new 
office to make overtly political 
speeches. Nevertheless, they 
illustrate how far Ireland has 
to go if it is to catch up with 
modern Europe. The Irish have 
tended to get by on a mixture 
of charm, eccentricity and 
(more recently) Community 
subsidies. Having shown that 
they can break with the past 
politically, they now have to 
meet the economic challenge 
over the long hauL One way to 
start would be to develop eco- 
nomic links between north and 
south. 


T he severe depression in 
Britain's commercial prop- 
erty market will shortly 
prompt a painful round of 
increased provisions and write-offs 
among the banks. The sense of deja 
ou is inescapable. It was the property 
market that came close to undermin- 
ing the whole financial system in the 
mid-1970s and the subsequent 
clean-up lasted for more than half a 
decade. How, then, are we to explain 
this latest lapse of collective memory 
on the part of the bankers? 

It is not as if the over-supply of 
property was unforeseen. In the City 
of London office market, which 
accounts for a disproportionate share 
of the value of all UK property, agents 
and pundits were pointing to the risks 
of over-supply throughout the second 
half of the 1980s. Mr Robin Leigh-Pem- 
berton, governor of the Bank of 
England, cautioned more generally 
against excessive exposure to prop- 
erty as early as 1987. Yet bankers still 
contrived to generate a bubble whose 
consequences will take years to 
unwind. 

Part of the explanation for this 
aberration no doubt lies in tbe struc- 
tural problems that beset the commer- 
cial banking sector. Deregulation and 
the permanent loss of large corporate 
business to the commercial paper and 
bond markets have played havoc with 
profit margins, and the lending bank- 
ers’ response has been to take 
increased risks on poorer quality busi- 
ness. Yet there may be a further, and 
largely unexplored, explanation that 
relates to the different rates at which 
globalisation has been taking place in 
hanking and capital mar kets. 

The assumption that underpinned 
much property lending in the 1980s 
was that the banks would provide 
short- and medium-term finance for 
development which would then be 
refinanced when longer-term institu- 
tions such as insurance companies 
and pension funds absorbed the com- 
pleted properties into their portfolios. 
Yet it became a more risky assump- 
tion as the decade progressed, for the 
rise in property yields (and conse- 
quent collapse in prices) in the early 
1980s caused widespread disillusion- 
ment among the institutions over the 
merits of property as an investment. 

That disillusionment is reflected in 
the decline in the proportion of cash 
flow that insurance companies and 
pension funds devoted to property 
(see chart), which dropped from 
nearly 15 per cent per cent in 1980, to 
little more than 2 per cent in 1987, 
recovering only part of the lost 
ground to something over 7 per cent 
in 1989. Yet bank lending to property 
rose spectacularly over the period, 
especially towards the end. In the five 
years to August 1990 bank lending to 
property companies rocketed from 
£6.6bn to £37.1bn (see chart). Nor was 
this simply a reflection of the more 
general credit expansion that marked 
that period. Property lending went 
from 4.4 per cent of total bank lending 
in the UK economy to 8.4 per cent 
over tbe same period. 

The full extent of the aberration 
can best be expraaed in terms of how 
many years it would take the institu- 
tions to absorb all those billions of 
pounds-worth of bank-financed prop- 
erty. On the (charitable) assumption 
that half the outstanding bank debt 
has been raised by well-capitalised 
companies that are able to repay 
loans out of cash flow, property lend- 
ing has gone from the equivalent, in 
1986. of less than two and a quarter 
years-worth of the institutions' 
annual outlay on property (averaged 
over five years) to 13 years today. 

Moreover, the risks may be greater 
for the banks than the bare figures 
indicate. Much lending has been on a 
DS-style limited recourse basis, 
whereby the banks’ redress, in the 
event of trouble, is primarily against 
the building rather than the devel- 
oper. Some outside estimates put the 
proportion as high as 40 per cent 
The first clue as to what was really 
going on comes from the high propor- 


Britain’s relatively open financial system is 
feeling the pinch of excessive property 
lending, writes John Plender 

The banker 
house of cards 



Japanese investments in European property 


Total bank lending to UK property 
companies (£bn) 


1990 1990 

37.1 . 14.6 


1981 

-2 1982 


Insurance and pension fund 
net Investment in property 
( as % of total cash flow) 
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tion of the £37bn overhang - no less 
than 43 Vt per cent - contributed by 
foreign banks. StiU more striking is 
the Japanese banks' contribution, 
which went from almost nothing in 
the middle of the 1980s to 10% per 
cent of total property lending by 1990 
(see chart). Strip out the Japanese 
component and the other foreign 
banks' share of property lending Calls 
to 33 per cent - which is almost 
exactly the same as the foreign banks' 
share of total bank lending in the UK. 

This suggests that Britain pays a 
price for the openness of its markets 
and the fact that London operates as 
the Clapham Junction of the interna- 
tional financial system. Surplus inter- 
national liquidity clearly spilled over 
into a domestic system that was 
already overheating in the late 1980s. 
Froth was then added to the credit 
expansion as the Japanese banks 
started to export their own more spec- 
tacular domestic property bubble to 
the UK. Perhaps the Governor of the 
Bank of England should have deliv- 
ered his warnings about excessive 
property lending in Japanese. 

In theory the liberalisation of Inter- 
national capital flows should make for 
a more efficient allocation of 
resources. Yet in this Instance the 
opposite appears to have been the 
case. The trouble arises partly 
because the international banking 
system operates almost too efficiently 
in global intermediation: any property 
lending proposition in the UK is likely 
to be quickly appraised by innumera- 
ble banks with head offices as far 
afield as Los Angeles or Osaka. Yet 
the flow of longer-term international 


savings is extremely inefficient, 
because few fund managers around 
the world match their domestic liabili- 
ties with foreign currency assets. 

For most of the 1980s net overseas 
investment in UK property was insig- 
nificant. Then in the last two years of 
the decade it took off, finding an out- 
let most conspicuously In the London 
office market Debenham Tewson & 
Chinnocks, the surveyor, estimates 
that foreign investment went from 
less than £400m in 1987 to about £2bn 
in 1988 and more than £3 bn in 1989. 
Chief among the buyers were those 

Foreign inflows have 
helped reduce over- 
supply in the market But 
not enough to hold ont 
any real hope of taking 
the bankers off the hook 


countries that had recently lifted 
restrictions on direct and portfolio 
investment overseas and whose sur- 
pluses of domestic savings were 
reflected in balance of payments sur- 
pluses and matching capital outflows. 

At the forefront were Sweden, 
where the relaxation on overseas 
investment coincided with new 
restrictions on office development at 
home, and Japan, the biggest foreign 
player in the market; but the Dutch 
also made an early contribution 
which is largely excluded from the 
figures because it took the form of 
wholesale purchases via company 


acquisitions. The pattern was fairly 
uniform. An initial investment by for- 
eign property investment and devel- 
opment companies tended to be fol- 
lowed by a flood of cash from 
long-term investment institutions. 

Once again the openness of the UK 
market resulted in a disproportionate 
inflow relative to continental Europe. 
In a recent study the accountancy 
firm Clark Whitehill estimated, for 
example, that the UK had attracted 67 
per cent of all Japanese inward prop- 
erty investment in Europe between 
1985 and 1989. with France attracting 
23 per cent and West Germany a mere 
6 per cent (see chart). 

These foreign inflows have clearly 
helped redace over-supply in the mar- 
ket, but not enough to hold out any 
real hope of taking the bankers off the 
hook. And in the second half of 1990 
anecdotal evidence from the property 
market suggests that foreigners have 
woken np to the market’s problems 
and curtailed the flow. 

Some smaller flnanriai institutions 
in Sweden have run into trouble 
through their involvement in UK 
property. In the Netherlands a leading 
property fund. Rodamco, which made 
an abortive bid in Britain for the 
giant Hammerson property group in 
1989. having earlier bought Haslemere 
Estates, spent £700m in a vain 
attempt to support its shares at asset 
value as 20 per cent of the sharehold- 
ers sought to selL Exposure to the 
British property market was partly 
responsible for this dramatic loss of 
confidence in the shares. As for the 
Japanese, they are withdrawing capi- 
tal from foreign markets to take 
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SSSn. reflecting the way in which 
many foreign lenders m UK TjroPjjriy 
come from countries where the portfo- 
52 demand for foreign property is 
inhibited by differences in regulation 
and financial structure. 

Germany is the most striking 

instance. Not only is there 

cant funded pension systermbut the 

insurance companies have trmUtam- 

ally matched their liabilities with 
fixed interest investments rather than 
equity or property; and there remain 
tight controls over the amount that 
life insurance companies are allowed 
to invest in overseas assets. The Ger- 
man banking system is therefore 
obliged to play a disproportionately 
large part, relative to portfolio out- 
flows, in recycling a current account 
surplus equivalent in 1989 to 4% per 

cent of GNP. , _ . 

There is. then, a mismatch here: 
globalisation is marching at very dit 
ferent rates in the credit markets and 
the long-term savings markets. And 
the accident rate in both markets, as 
institutions venture outside f a m ili ar 
domestic terrain, is likely to be high- 
Property is. after all a business where 
local knowledge is crucial to a suc- 
cessful outcome. The Japanese banks 
will thus do well to escape the Bate of 
the US banks that plunged so disas- 
trously into UK property for the first 
time in the early 1970s. And it will be 
surprising if tbe Japanese, Swedish 
and Dutch institutions entirely escape 
the fate of their British opposite num- 
bers in the late 1970s, when such 
giants as the ICI and Unilever pension 
funds ran up huge borrowings on 
troubled property developments in 
France and Germany. 

Equally striking is the impotence of 
banking supervision in the face of glo- 
balisation, which underlines the 
potential conflict inherent in the 
Rank of England’s role as both pro- 
moter of the City’s international 
activities and prudential supervisor of 
the banking system. Released from 
the straitjacket of a tightly regulated 
domestic market, a battalion of Japa- 
nese bankers appears to have made a 
consensual charge at the very peak of 
the market - just as they appear to 
have done with US leveraged bids and 
buy-outs. Who, in Tokyo, has kept a 
grip on the quality of their loan 
books? And who, in London, knows 
how tiie risk in that £37bn of out- 
standing bank lending is spread 
between property companies, banks, 
and investment institutions? Informa- 
tion on the extent to which liabilities 
are swapped and hedged in the Brit- 
ish financial system Is too fragmen- 
tary to permit a broad assessment 

The Japanese banks' exposure in 
London may not be large in relation 
to capital, but it is probably enough to 
cause some pain in profit and loss 
accounts that are now denied easy 
dealing profits by the Tokyo stock 
market collapse. For the markets in 
London it is another matter. Deci- 
sions of small importance in Tokyo 
can deliver large shocks in Europe. 
Put another way, London’s interna- 
tional role has led to its being caught 
by the backwash of huge tidal waves 
from which the less open systems of 
continental Europe enjoy greater pro- 
tection. Once again financial liberalis- 
ation has proved to be a more com- 
plex process than many of its 
advocates expected. 


Pursuit of 
the lead 

■ Whatever Margaret 
Thatcher’s feelings about 
Michael Heseltine’s possible 
bid for the UK premiership, 
the cliff-hanger is fraying the 
media's nerves. 

The worrying question for 
journalists is not will he or 
won’t he? It is whether he will 
decide either way unexpectedly 
and out-date their pains- 
takingly written “should-he, 
shouldn’t-he?” stories before 
they reach the public. 

Being risk-averse. Observer 
will confine itself to cautioning 
the former defence secretary 
about the encouragement Tory 
leaders in his Henley-on- 
Thames parliamentary constit- 
uency are giving him to stick 
his head above the parapet. 

That was precisely what 
Union General John Sedgwick 
did at the Battle of the 
Wilderness in the American 
Civil War. against the express 
advice of his closest military 
advisers. Hence his famous 
last words: 

"Nonsense, they couldn’t 
hit an elephant at this dist....” 


Hong Kong hunt 

■ Meanwhile Heseltine’s con- 
stituency is providing another 
source of annoyance to 
Thatcher. The Henley-based 
company Intro UK is going 
against her wish that Britain 
should not be seen to jeopard- 
ise Hong Kong's prospects 
under Chinese rule by enticing 
away its human assets. 

Tbe prime object of granting 
British passports to some 
50,000 families there was to 
make them feel secure enough 
to stay put through the han- 
dover in 1997. Nevertheless 
the Hong Kong government 
is already worried by the brain 
drain, with departures r unnin g 
at 1.000 or so a week. 

So far most have gone to 
Canada and Australasia 
although Hungary as well as 
the French are making special 
efforts to win a share of the 


Observer 


available talent 

Intro now plans to bring UK 
employers into the lists by 
staging a recruiting fair in the 
territory's exhibition centre 
in April, at which they can 
meet and sign up local citizens 
with skills in such work as 
electronic and software engi- 
neering, finance and law. “A 
lot of professional people there 
did their degree studies in 
Britain - which we think will 
be a lure,” said Roger Wain- 
Heapy, tbe company's market- 
ing director. 

The Hong Kong government 
is not so sure. “The UK is not 
popular with people here." an 
official commented. "I don’t 
think many will come unless 
they’re offered full passports 
as well as jobs. 

“But even if they did, it 
wouldn't necessarily be all 
bad,” he added. “It might get 
China’s leaders to see that, 
if they want Hong Kong to go 
on being successful, they'll 
need to give guarantees mak- 
ing it attractive for people to 
carry on working here. And 
Margaret Thatcher would have 
the excuse that Britain’s part 
in it was just the play of 
market forces.” 


Longer shots 

■ Irish bookies had a busy 
time taking bets on the out- 
come of the recent presidential 
election. Those lucky enough 
to have placed early money 
on President-elect Mary Robin- 
son, at odds of between 10-1 
and 100-1, have reaped rich 
rewards. 

Bat the political betting has 
not stopped. Dublin’s bookies 
are now offering 6-4 on Alan 
Dukes, the embattled leader 
of the opposition, being 
replaced within the next three 
months, 4-1 that there will be 
a general election within the 
next six months and, as a long 
shot, 33-1 odds on both Mr 
Haughey, the Irish Prime 
Minister, and Mrs Thatcher 



“You shake tree, me 
eat coconut.” 

going before Christmas. 

And for the still longer term, 
how about 20-1 on Ireland's 
having a woman prime minis- 
ter before the end nf the cen- 
tury? 


Horse sense 

■ The UK has an accident to 
t hank for its new machinery 
for resolving commercial wran- 
gles without resort to the 
courts, officially termed “non- 
binding forms of alternative 
dispute resolution” or ADR. 
They will be promoted by the 
Centre for Dispute Resolution 
- scheduled to open on 
Wednesday under the Confed- 
eration of British Industry's 
watchftd eye - which is the 
brainchild of London solicitor 

Eileen Carroll. 

She says she decided to set 
up the non-profit centre as the 
result of falling off a horse. 

The benefits of ADR first 
struck her two years ago in 
America while she was work- 
ing on secondment to a San 
Francisco law firm. Impressed, 
she decided to write a book 
on the topic only to be told 


one had already been- written 
by James Henry who. with the 
backing of US industry, had 
established a centre for 
promoting the project in New 
York. 

When a reading of Henry’s 
book left her feeling she could 
write a better one, she left the 
US to travel back by way of 
the Far East, still intending 
to burst into print While on 
route she fell from the horse, 
and spent two weeks in a Sing- 
apore hospital followed by a 
further six laid up at home. 

Although that seemed the 
ideal opportunity to start the 
book, the looming prospect 
convinced ber it would be 
easier and more practical to 
set up a UK centre instead. 


Now we know 

■ A victim of recession - a 
former marketing director now 
labouring for £3.50 an hour 
on a new bypass - has con- 
firmed something he often sus- 
pected when he was driving 
around in a company car. 

Highway-builders are 
addicted to radio programmes 
in which continuous pop music 
is punctuated by traffic news, 
he says, and like nothing bet- 
ter than hearing their own 
roadworks mentioned on the 
air. The longer tbe tailback, 
the better their chances. 

One method of improving 
the odds is to lengthen the dis- 
tance between temporary traf- 
fic lights without adjusting 
the timing, so only three or 
four vehicles get through at 
each change. “The looks on 
drivers' faces when that hap- 
pens almost make up for no 
longer being one of them.” 


Bite back 

■ The French, still smarting 
from the lamb wars, are taking 
tbe fight into enemy territory. 
When Groupe Expansion, the 
French publishing group, held 
a lunch for clients at London's 
Cafe Royal this weekend not 
only did the menu include filet 
d'agneau rati, but the wine 
was Mouton Cadet 
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E fforts to stimulate a 
renaissance In road jmri 
rail have dominated 
transport policy pronounce- 
ments in recent days. But with 
far less fanfare, the govern- 
ment has embarked on a more 
immediate and complex exer- 
cise to redefine the rules of 
British dvil avia tion . 

The process will involve a 
series of separate but inter- 
related and equally controver- 
sial initiatives, the outcome of 
which will decide whether 
Britain can continue to main- 
tain its leading role in Euro- 
pean aviation. 

“All the plates are being 
thrown up in the air at the 
same time. Let’s hope we will 
be able to catch than when 
they start coming crashing 
down," remarked a senior Brit- 
ish Airways executive. 

The menu includes a review 
of the existing traffic distribu- 
tion rules for the south-east of 
England with its two over- 
crowded airports at Heathrow 
and Gatwick and its empty 
new airport at Stansted; pro- 
posals to introduce market 
mechanisms to allocate take- 
off and landing slots to pro- 
mote competition and a multi- 
airline industry in Britain; and 
new airport terminal and run- 
way investments to Increase 
airport capacity in the London 
area while at the same time 
encouraging regional airport 
development. The renegotia- 
tion of the bilateral air service 
agreement between the UK and 
the US which regulates com- 
mercial flights between the 
two countries - known as Ber- 
muda 2, and covering the big- 
gest bilateral air market, is 
going ahead, and ways are 
being sought to relate all these 
moves to the European Com- 
mission's own competition pol- 
icies and proposed changes to 
the structure of European civil 
aviation. 

The government had been 
moving quietly on all these 
fronts. Lord Brabazon, the avi- 
ation minister, asked the Civil 
Aviation Authority last Sep- 
tember to start work on draw- 
ing up recommendations on 
changing or removing alto- 
gether the London traffic dis- 
tribution rules, which give air- 
lines access to designated 
airports. He also asked for a 
report on introducing a new 
system of allocating take-off 
and landing times (known as 
slots) through market forces. 

Earlier this summer. Sir 
Christopher Tugendhat, the 
CAA chairman, confirmed that 
a new runway in south-east 
England would be needed early 
next century. The BAA, the 
former British Airports 
Authority, is expected to open 
its new ter minal at Stansted 
next spring and has plans to 
file a planning application for 
the construction of a new £lbn 


Paul Betts analyses the far-reaching review of civil 
aviation undertaken by the British government 

Juggling aircraft 
and agreements 



fifth terminal at Heathrow as 
well as a second terminal at 
Stansted. 

But the government has sud- 
denly been forced to accelerate 
the pace of its overall review. 
Pan American has precipitated 
a showdown over the prating 
rules prohibiting new Interna- 
tional scheduled airlines from 
operating out of Heathrow by 
deciding to sell for $4Q0m its 
North Atlantic rights into 
Heathrow to United Airlines. 
Because of the overwhelming 
importance of Heathrow, 
which has become the world's 
busiest international passenger 
airport, any change in the 
rules will have enormous 
implications for the entire 
industry. 

In response to the Pan Am 
move, the CAA has issued a 
detailed consultative document 
on the issue and has asked 
about 400 organisations for 
their opinions. After receiving 
the CAA’s advice, the govern- 
ment is expected to deride on 
the matter next January. 

Even before the Pan Am 
deal, the London rules - first 
introduced in the late 1970s - 
had become out of date. By 
restricting new international 
scheduled services at Heath- 
row. the rules were designed to 
encourage greater use of 


Gatwick and ease the growing 
congestion developing at 
Heathrow. They were also 
aimed at preventing Heath- 
row's becoming overrun by for- 
eign airlines at the expense of 
British carriers, especially the 
then state-owned BA. 

But the situation has 
changed greatly during the last 
10 years as a result of the 
largely unforeseen explosion in 
air travel coupled with the 


Everybody wants to 
fly Into Heathrow 
and very few want 
to go to Stansted 


introduction of competition 
through the government's mul- 
ti-airline policy, the privatisa- 
tion of BA and the EC's own 
drive to liberalise European air 
transport. 

The CAA is now forecasting 
a 77 per cent increase in traffic 
at US airports from 93m pas- 
sengers in 1988 to 164 An by 
the end of the century. Traffic 
at Heathrow has grown from 
22.8m passengers in 1977 to 
425m for the 12 months to the 
end of last September. At 
Gatwick, it has grown from 
6.5m passengers in 1977 to 


21,1m last year. 

By the time the new 
Stansted terminal opens next 
year, available capacity at Lon- 
don's third airport will rise to 
8m passengers a year from 
about 1.5m at present 

The problem, however, is 
that everybody wants to fly 
into Heathrow and very few 
want to go to Stansted, 
alth ough the government may 
be tempted to use Its review to 
induce reluctant airlines to 
consider operating out of the 
new airport Heathrow’s attrac- 
tions are its huge passenger 
volume, of which about 3540 
per cent consists of transit traf- 
fic with passengers flying to 
Heathrow to pick up another 
international or domestic 

flight 

With the Pan Am deal, 
United is dearly hoping to cir- 
cumvent the rigid no-entry 
rules into Heathrow. These 
have already pushed several of 
its international rivals, includ- 
ing American Airlines, 
Northwest. Delta and Conti- 
nental into Gatwick. 

The US appears to be back- 
ing United, arguing that 
United is entitled to take over 
the Pan Am slots at Heathrow 
on the ground that it is a 
replacement airline and not a 
new entrant “United is not 


going to go to Gatwick." says 
Ur Thomas Plaskect the Pan 
Am chairman, adding that fail- 
ure to gain Heathrow rights 
“would Just terminate the 
agreement" 

But the UK government sees 
the situation differently. 
Department of Transport offi- 
cials say both Bermuda 2 and 
the Heathrow regulations cur- 
rently rule out United’s pres- 
ence at Heathrow. Preliminary 
negotiations will now begin 
between the UK and the US in 
London this week in an effort 
to renegotiate Bermuda 2 . The 
US will press United’s riaimg 
on Heathrow In large measure 
because of fears of the dire 
repercussions on financially 
vulnerable Pan Am dwnM tile 
United t teal miiapee- But the 
UK will want to complete first 
Its own review, and will seek 
to secure rights for British car- 
riers to operate in the domestic 
US market 

The negotiation promises to 
be difficult, all the more so 
because United’s long-haul 
competitors in the US have 
been queueing up to operate 
out of Heathrow and believe 
they deserve precedence. 
American Airlines says it paid 
$200 m for Trans World Air- 
ways Chicago to Heathrow 
rights this year and has been 
told to go to Gatwick. In the 
UK, Virgin Atlantic Airways 
has also been campaigning for 
access to Heathrow. 

The CAA estimates there 
would only be four slots avail- 
able at peak hours mi a busy 
weekday at Heathrow for air- 
lines seeking to switch interna- 
tional services from Gatwick. 
Thus even If the existing 
Heathrow rules were abol- 
ished, new entrants would be 
frustrated unless a new slot 
allocation system were intro- 
duced simultaneously. 

Moreover, with a British gen- 
eral election getting closer, it 
is unlikely any decision will be 
teicim soon on the politically- 
charged issue of new terminal 
and runway capacity. This is 

raiwinp additional an gitigh in 

the B ritish air transport indus- 
try. Unless action Is taken 
quickly, the industry tears it 
risks losing to France an d Ger- 
many, which have already 
committed themselves to new 
airport capacity development. 

The risk of Britain's being 
left behind in Europe, com- 
bined with the US challenge 
for Heathrow landing rights 
has put the heat an the govern- 
ment to review British civil 
aviation policy- The whole 
issue is now in mid- air. The 
dang er is that at the end of the 
day some or even all the differ- 
ent but inter-related Ingredi- 
ents of this policy will fall in 
Perry Oak - the swirling open 
sewage works at the end of 
Heathrow’s main runway. 


LOMBARD 

Little headroom 
to fight recession 


A bout a year ago I wrote 
an article with a head- 
line “No need for reces- 
sion" (November 16 1989). Of 
course I was well aware that a 
recession was on the cards. 
What I meant was that demand 
for goods and services in cash 
terms would rise sufficiently 
rapidly to avoid recession. This 
has indeed been the case. 

The best single indicator of 
demand is the growth of the 
national Income In money 
terteq — known to th«* statisti- 
cians as “Nominal GDP" - 
which appears in the first col- 
umn of the table. This has 
been growing by 814 per cent 
pa annum; and the Treasury's 
best guess is that it will grow 
by 8 per cent in 199L Tins is 
amply sufficient to secure an 
increase in output in line with 
productive capacity. 

The reason why this is not 
happening Is all too obvious. It 
is indicated by the second col- 
umn, which shows one version 
of the underlying rate of infla- 
tion known as the “GDP defla- 
tor". What it indicates is that 
most of the spending which 
might have been used to boost 
the output of goods and ser- 
vices has been syphoned off 
instead into higher nominal 
wages and prices. 

This was in no sense neces- 
sary. No economy works 
smoothly; and it would in any 
case have been difficult to slow 
down the growth of spending 
to less inflationary rates with- 
out some loss of output and 
jobs. But that loss has been 
much aggravated by British 
bloody-mindedness. Examples 
are legion. Above all, there is 
the habit of awarding the 
s (Mailed going rate of pay 
innr&flgp instead of looking at 
the specifics of particular 
labour markets. 

Another gramp fe, which ted 
to the resignation of the previ- 
ous chancellor, was the refusal 
to have an exchange rate pol- 
icy imfii the belated j oining of 
the ERM at a wide margin a 
month ago. Until then there 
was every reason to believe 
that the course of sterling 
would be firmly downwards 
and that excessive pay 
Increases would be validated, 
as they usually have been in 
the past, by the depreciation of 
the pound. Another bad habit 
has been that of lo oking back- 


By Samuel Brittan 

wards rather than forwards - 
whenever looking backwards 
can produce a pessimistic 

result. 

In another article I said that 
I was more worried by some of 
the purported remedies for 
recession than the recession 
itself! This still applies. Recov- 
ery has two routes. One is the 
maintenance of nominal 
demand growth at an 
rate. The other is a shakedown 
in costs and prices. The danger 
is that for laris of patience with 
waiting for the latter, govern- 
ments will boost demand too 
much, thereby securing a 
short-term recovery at the cost 
of thp nwt inflationary crisis. 

Fortunately, the temptation 
to overexpand demand has 
been tahpn out of the hand s of 
the British government by 
ERM membership. For the 
extent to which Interest rates 
can be reduced or the Budget 
pushed into deficit is limited 
by toe need to keep sterling 
within its ERM range; and it is 
now near the effective bottom. 

The important variable that 
could change is that of confi- 
dence in the sterling parity. If 
th<> financial markets began to 
believe that ERM membership 
was for real, that a parity 
realignment was highly 
unlikely and that sterling's 
margins would soon be nar- 
rowed to a normal 2% per cent, 
then the UK’s interest rate dif- 
ferential over Germany could 
narrow a lot Indeed it would 
have to do so - a piece of 
rather obvious reasoning now 
digniflpd by the name of the 
“Walters critique". 

Although HIM membership 
fortunately limits British free- 
dom of manoeuvre, it does not 
en tirely eliminate it. There is a 
modest range In which fiscal 
end even monetary policy can 
move without threatening the 
parity. And the Bank of 


England can at least express a 
view at the EC Central Bank- 
ers’ Committee. 

There are a few complica- 
tions to the simple message of 
Nominal GDP. For th fo mea- 
sure is only a first approxima- 
tion to the inflationary or 
deflationary pressures in an 
economy. The snag Is that 
imports are not part of GDP. In 
a year such as 1988, when the 
UK payments deficit was tiring 
sharply, the growth in Nomi- 
nal GDP badly underestimated 
inflationary pressures, as it did 
not measure that part of 
increased demand that was 
diverted into overseas pur- 
chases. On the other hand, 
when the deficit is shrinking, 
as It is now. Nominal GDP 
overstates demand growth. 

If one adjusts for this distor- 
tion. nominal demand might 
now be increasing by only 6 
per emit per annum. This is a 
sharp drop from the adjusted 
rate at about 17 per cent in 
1988. But it is no lower than 
that required to secure 3 per 
cent inflation in the longer 
run. Indeed, it is very similar 
to the rate envisaged in the 
statement in the 1990 Budget of 
the Treasury’s own Medium 
Term Financial Strategy. 

Of course, genuine deflation- 
ary forces could develop. The 
1991 figure for Nominal GDP is 
only a Treasury forecast It is. 
moreover, not a true Nominal 
GDP forecast at all but a bot- 
tom-op summation of separate 
forecasts for output and infla- 
tion. This is a procedure 
which, al thoug h intellectually 
out of date, is one which nearly 
all forecasters find very diffi- 
cult to avoid. 

So vigilance is necessary 
against deflationary as well as 
inflationary forces. But the boy 
who cried “wolf was disbe- 
lieved because he bad raised 
the alarm too frequently. 
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The European Central 
Bank’s supervisory role 


From Mr RP. KmseUa. 

Sir, David Lascelles’s article 
(“Flaw in the Argument," 
November 7) on the governor 
of the Bank of England's 
speech. In which he suggested 
that a future European Central 
Rank would have supervisory 
responsibilities, raises impor- 
tant issues which have not as 
yet been addressed in the 
debate on European monetary 
union (Emu). 

There are good reasons, 
beyond those advanced in the 
report of the speech, why such 
a development is both inevita- 
ble and desirable. 

The European Commission, 
in a communication to the 
Council of Economic and 
Finance Ministers (Ecofin) ear- 
lier this year, stated that 
“since the ECBS [central bank] 
has an interest in prudential 
supervision being properly 
implemented and coordinated, 
it should have a rale in this 
area". 

However, the proposed insti- 
tutional arrangements for a 
European Central Bank envis- 
age only a minor role for the 
bank in this area. This is likely 
to change when the forthcom- 
ing inter-governmental confer- 
ence begins to assess the 
supervisory Implications of the 
completion of the internal mar- 
ket in financial services and, 
more specifically, of full mone- 
tary integration in the Euro- 
pean Community. 

In particular, the growing 
integration of financial mar- 
kets in Europe, the trend 
towards trans- frontier financial 
conglomerates, as well as 
increasing market concentra- 
tion, mean that a centralised 


Community-wide capability to 
contain a systemic crisis will 
be increasingly necessary. 

Moreover, reliance on coor- 
dination among different cen- 
tral banks to contain an incipi- 
ent crisis would leave 
European financial markets 
highly vulnerable. It will 
became progressively more dif- 
ficult for smaller countries, in 
particular, to provide adequate 
lender-o f- last-resort facilities 
for large domestic-based insti- 
tutions with significant inter- 
national exposures. A central- 
ised EC supervisory authority 
has advantages in this context 

Consider the increasing com- 
plexity and potential fragility 
of what has been called the 
“plumbing" underlying the 
European financial markets. 
The increased Interdependence 
of information, payments, 
clearing and settlement 
systems require a supervisory 
capability which must extend 
beyond that of any individual 
Communit y country, even the 
largest 

This implies a greater role 
for a European Central Bank 
in this area. It Is one which 
should, therefore, be reflected 
in its institutional structure. 

This is not to say that 
national central hanks will not 
have local responsibilities in 
this key area of supervision. 
But as the decade progresses, it 
will be increasingly obvious 
that there is a co m pe llin g need 
to strengthen and develop the 
European dimension. 

R_P. Kinsella, 

Faculty of Business and 
Management, 

University of Ulster. 

Coleraine. Co Londonderry 


Euro-dreams and abstractions 


MrJ.C Stott. 

The ability of the Euro- 
cs to pile abstraction on 
iction, dream on dream, 
i on vision, has never 
in doubt. 

iert Mau timer’s article 
igation without a com- 
November 6) is a classic 
pie. We are to seek a 
dpgjg n, but lack the nec- 
r compass. . 

Tie of this order is the 
bizarre, coming as it does 
a fortnight which has 
he European Community 
abject worst: 
rtain members of the 
lunity have each played 


their own little game in the 
Gulf crisis. 

• The French and German 
antifig over the common agri- 
cultural policy and the Uru- 
guay Round were deservedly 
excoriated by you. 

• The finnan manoeuvres at 
the quite unnecessary Rome 
summit were both shabby and 
childish. 

Mrs Thatcher, it is said, has 
□o vision of Europe. Not so. 
She has twenty-twenty vision 
and a sharp nose for cant to 
boot 

J.C. Stott, 

3 Kennedy Gardens, 

Sevenoate. Kent 


City’s regulators must be told 
of rule-book problems 


From Mr Charles Abrams. 

Sir, There are important 
observations to be made on the 
article by Peter Martin on the 
new City rule books (“Tell Sib. 
writing a rule book is tough," 
October 31). It is very easy to 
write a short rule boric. All you 
have to say Is: “You must not 
do anything." It is when you 
want to allow firms to do what 
is otherwise prohibited, bnt 
only in certain circumstances 
and in ways which do not prej- 
udice investors, that things get 
more complicated. 

It is, of course, impossible to 
provide in a rule book that the 
prohibitions in it apply only to 
“the bad guys” and that "the 
good guys" can ignore them. 
As a result, the Only feasible 
approach is to provide the 
required prohibition in suit- 
able, restricted terms and then 
to provide exemptions in the 
relevant cases. 

A rule book which is long 
because it provides exemptions 
where appropriate is far prefer- 
able to a rale book which is 
short because it does not. 

The UK regulators do show a 
very welcome appreciation of 
the need for exemptions and a 
desire not to hinder the busi- 
ness of practitioners unduly. 
However, they cannot know 
the difficulties that arise in 
practice unless they are told. It 
is therefore important for City 
firms who feel they are 
unfairly prejudiced by a partic- 
ular rule or proposed rule to 
make representations. 

The self-regulating organisa- 
tions (SROs) and indeed the 
Securities and Investment 
Board (SIB) bring in new rules 
only after a consultation 
period. Firms should use the 
opportunity to review the 
impact on their business of the 
proposed rules and should 
bring any anticipated problems 
to the attention of their regula- 


tors during the consultation 
period. 

One of the main reasons why 
customer agreements are so 
long is because of the detailed 
provisions they contain creat- 
ing or protecting the rights of 
the firm against its client. Cer- 
tainly the SROs do impose 
detailed disclosure require- 
ments and there may be room 
to argue with one or more of 
them. However, they do not 
actually lengthen the agree- 
ment unduly, except In the 
important case of risk warn- 
ings. The regulators do not 
object to firms protecting 
themselves but. if the latter do 
put in detailed provisions for 
their own benefit, it cannot be 
blamed on the regulators. 

The main reason rule books 
are legalistic is because parlia- 
ment has given investors the 
right (in the famous section 62) 
to go to court if they suffer loss 
as a result of the contravention 
of a rule. This is a very impor- 
tant protection but it m e a n s 
that the rule has to be one 
which will stand up in a court 
of law. There is certainly room 
for criticism in many cases but 
the protection of the rights 
granted by parliament to Inves- 
tors depends on the rules being 
in a form in which they are 
enforceable. 

The rules increasingly differ- 
entiate between private inves- 
tors and professional or busi- 
ness investors, imposing far 
I ewer rules in the latter cases. 
They have not yet reached the 
stage that one section of the 
rule book deals with business 
investors and one deals with 
private investors, but that may 
come. Certainly great s tride s 
are being made in that direc- 
tion. 

Charles Abrams, 
partner. 

SJ Berwin & Co. 

236 Grays bm Road, WCl 


No threat to secularism 


From Mr KK. Mistry. 

Sir. Your editorial comment 
(“India on the brink of chaos," 
November 8) is most unfair to 
the BJP. This would stem from 
an ignorance of its ideology 
and character. You dub the 
BJP a Hindu fundamentalist 
party, ignorant of toe fact that 
there are no fundamental 
rules, texts, beliefs, etcetera in 
Hinduism. 

The BJP poses no threat to 
secularism or democracy. It 
stands for equality and justice 


for afi, irrespective of creed or 
religion. It rejects, however, 
the pseudo-secularism prac- 
tised in India today, whereby 
minorities are granted special 
privileges and which discrimi- 
nates against the majority. The 
BJP is truly secular and its 
image of being a threat to 

minorities is a myth created by 
politicians and the media to 
discredit its genuineness. 

KR Mistry, 

197 Roxeth Green Avenue, 
Middlesex 


Asda, Volvo, Avon Cosmetics, 
Aldi, Toyota (GB), Nicholas 

Laboratories, , Panasonic. 

Do you fit in? 

The companies listed above have certain 
tilings in common. 

They are among toe best in their fields. In 
all aspects of business, their standards 
are rigorous. They make demands and 
they expect them to be met 
Now imagine a distribution centre that 
can satisfy the demands of these 
companies. 

Magna Park is such a distribution centre. 

Developed specifically for distributors, 

Magna Park pioneers new standards in 
design, efficiency and access. 

Our warehouse units have a minimum of 
100,000 square feet of floor space and 
clear eaves heights of 1 0 metres or more 
to create efficient volumes of economical 
space for high rack storage. 

Our central location is within minutes of 
the Ml, M6 and M69 motorways and toe 
new A1/M1 Felixstowe Link, giving 
excellent countrywide access. Contact 
either of the agents and have a look at 
Magna Park. If your company demands 
toe same standards as our tenants, 
we're sure you'll fit in. 


Chesterton 


071 499 0404 


021 200 3111 


Connell 

Wilson 


0604-233123 

wBU HHii nnaniwn 


The Ultimate Distribution Centre 
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PUBLIC SPENDING CUTS 


Germany plans savings of DM30bn 


By David Marsh in Bonn 

THE German government is 
planning public spending cuts 
of about DM30bn ($19.8bn) next 
year, including the elimination 
of certain tax allowances, in an 
attempt to keep the soaring 
budget deficit under control. 

The cuts will be presented to 
the cabinet on Wednesday by 
Mr Theo Waigel, finance minis- 
ter. The Finance Ministry said 
yesterday that the measures 
represented a “signal to the 
financial markets" that the 
government was serious about 
making budgetary savings to 
help finance the rising cost of 
German unity. 

Since currency union 
between east and west Ger- 


many in July, the Finance Min- 
istry's estimates for all-Ger- 
man borrowing in 1990 and 
1991 has risen sharply by about 
DM40bn for each year. 

The Bundesbank has been 
putting pressure on the gov- 
ernment to reduce spending, 
saying that otherwise it will 
face the risk of interest rate 
increases. 

Despite the spending cuts, 
next year's overall public sec- 
tor borrowing requirement will 
still be in the region of 
DM140bn to DMlSObn, as indi- 
cated by the Bundesbank last 
week, the ministry said. 

Mr Waigel is still claiming 
that the task of merging east 


and west Germany can be car- 
ried out without increasing 
taxes. However, the plans to 
reduce certain types of employ- 
ees' tax allowances are certain 
to be seized on by the Social 
Democratic Party opposition 
that the government is after all 
bringing in higher taxes. 

According to latest figures 
from the finance ministry, this 
year's overall public sector def- 
icit. not including the social 
security fund - which is in 
surplus - will be DMl29bn. 
This is much higher than 
stated even a few weeks ago. 

The net borrowing require- 
ment for 1990 is made up of 
DM66 .8bn for the central gov- 


ernment, DM20bn for the states 
(LSnder), DM3bn for municipal- 
ities, DM20bn for the German 
Unity Fund. DM7bn for cash 
for east Germany under the 
so-called ERP Fund, and 
DM12bn for the Tre uha nd pri- 
vatisation agency. 

Mr Waigel has been very 
reluctant to give details of 
planned spending cuts for 1991 
in view of the approaching gen- 
eral elections on December 2. 
However, the plan to be 
unveiled on Wednesday will 
iprinffo reductions in defence 
spending and regional support, 
as well as switches of expendi- 
ture in other budgetary areas 
such as infrastructure. 


Gulf allies plan for worst scenario 

Commanders expect poison gas bombardment, writes Michael Field 


B RITAIN’S army officers 
in the Gulf have no illu- 
sions about the enemy. 
One officer, serving with the 
British 7th Armoured Brigade 
in eastern Saadi Arabia, 
expects his squadron of tanks 
to meet Iraq’s elite Republican 
Guards. 

“They’ll be as good as the 
Russians - who are very 
good,” he says. “But don’t 
worry, we're still better than 
they are. We’ll win." 

His co mmen ts are typical of 
the middle rank officers - the 
majors, colonels, wing com- 
manders - of the multina- 
tional force now massed in 
Saudi Arabia and the Gulf 
states. These are the people 
who may have to lead their 
units in battle. They are plan- 
ning for the worst scenario but 
are confident that they would 
be able to deal with it 
If fighting breaks out, the 
commanders of the multina- 
tional force expect first to gain 
air superiority and then use 
their air power to destroy as 
much as possible of the Iraqi 
forces on the ground. 

The allies have been listen- 
ing to the Iraqi air force and 
have been impressed by how 
little information it gives away 
when its aircraft are in the air. 
But they have also noticed that 
the Iraqis have not been train- 
ing as much as they should be 
if they are “going to be effec- 
tive on the day.” 

Some of the 600 or so Iraqi 
combat aircraft are the most 
modern Russian types. But like 
most Soviet equipment, the air- 
craft need heavy maintenance 
and it is believed that any of 
the foreigners, particularly 
Pakistanis, who used to do this 
have either left the country or 
are not working. For Internal 
security reasons, it is thought 
that some of the older Iraqi 
squadrons are not armed. 

Officers have studied the 
performance of the Iraqi air 
force in the Gulf War. when it 
gave virtually no support to 
ground forces - it is assumed 
it was afraid of taking casual- 
ties from ground-to-air mis- 
siles - and after the first few 
weeks did not engage the Irani- 
ans in the air. 

In four years of attacks on 
undefended tankers and on the 
loading terminal at Kharg 
Island, the Iraqis were never 
able to stop Iranian oil exports 
for more than a week. In most 
months the Iranians met, or 
exceeded, their full production 
quota for the Organisation of 
Petroleum Exporting Countries 
(Opec). 

The possibility of the Iraqis 
damaging Saudi oil installa- 
tions sufficiently to reduce pro- 
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British troops stage a simulated attack. In a real one they would face formidable Iraqi defences 


duction (and cause a rise in 
prices) is dismissed by the 
allies, who doubt Baghdad’s 
ability to launch an effective 
attack deep into Saudi Arabia. 

One air force officer thinks 
“well win the air war in 48 
hours. It might even be eight” 

He adds: “In fact it is quite 
likely that the Iraqis will not 
come out and fight.” 

The allied ground forces are 
less confident They face Iraqi 
defensive earthworks - a 
series of high sand ramparts 
which extend several miles. 
The ramparts are an effective 
anti-tank obstacle because the 
vehicles expose their lightly 
armoured undersides for a few 
moments at the peak of the 
ridge. 

The ramparts are separated 
by ditches, tank traps, wire 
and mines - thought to 
include chemical mines, which 
may mean that the die is 
already cast for the use of poi- 
son gas. It is thought that the 
Iraqis have harnessed the pro- 
duction system of the giant 
Burgan oil field to flood the 
trenches with crude oil which 
could be set ablaze. 

The allied commanders hope 
that the Iraqi de fe nce s would 
be partly destroyed by bomb- 
ing, but they are also looking 
to their engineers to think of 
ways of overcoming them. 

“This would be very much 
an engineers’ battle,” accord- 
ing to a battalion commander. 


“It is rather like a gnma of 
chess: for Iraqi defensive 
ploy our people have to think 
of a counter measure.” 

One of the gadgets already 
deployed for the last stages of 
minefield clearance is a 
weapon called “Viper" - a 
long flexible tube filled with 
explosive which is fired on to a 
minefield and detonated. 

Any assault against the Iraqi 
defences is expected to meet 
heavy artillery fire - unless 
the Iraqi batteries have been 
largely destroyed by bombing. 
Field commanders are working 
on the assumption that there 
will be concentrated shelling 
with poison gas. 

Mustard gas is regarded as a 
more Hkely weapon than nerve 
gases because it evaporates 
slowly. It lingers on the ground 
l onger and is therefore more 
effective in denying territory to 
an enemy and delaying an 
attack. 

Gas is less lethal than ordi- 
nary high explosives - espe- 
cially if troops are wearing 
very efficient modern protec- 
tive clothing - but it has a ter- 
ror effect which would cer- 
tainly alarm civilians in 
Europe and America. 

The final breakout stage 
should be much easier for the 
multinational force. The Iraqis, 
despite their large fleet of tank 
transporters and ability to 
move armour rapidly to differ- 
ent parts of the front, have no 


experience of mobile warfare. 

It is air superiority, training 
for fighting a mobile war and 
the ability to fight at night 
that are regarded as the major 
advantages of the US, British 
and French forces. The Soviet 
battle tactics employed by the 
Iraqis is also seen as a bonus 
by European and US troops 
trained specifically to counter 
tactics developed by the War- 
saw Pact 

There is, however, an 
unknown factor in the event of 
war the number of casualties 
that might be sustained. Com- 
mentators In Europe and 
America have tended to pick 
whatever figures suit their 
position for or against a mili- 
tary solution to the crisis. In 
the heat of the desert, mean- 
while, one air force officer 
says: “We’ve made the same 
assumptions that we would for 
a war in Europe, but I’ll be 
frank - I don't expect there 
would be that many.” 

The threat of casualties 
would not be a problem, 
according to another officer, 
because the western forces are 
professionals for whom injury 
is a potential occupational haz- 
ard. 

“It’s the will of the people at 
home that would worry me,” 
he says. “If we are going to 
have the politicians and the 
public lose their nerve if fight- 
ing starts, I’d prefer to go 
home now." 


Thatcher challenge 


Continued from Page 1 
test 

Mrs Thatcher has an oppor- 
tunity to reunite her party at 
the Lord Mayor's banquet in 
London tonight. 

Her speech is expected to 
stick carefully to prepared 
comments on Europe, empha- 
sising Britain’s commitment to 
working constructively with 
EC partners. 

Whitehall officials are ada- 
ment that Mrs Thatcher was 
not in a mood to give in. 

Anyone challenging her for 
the leadership “would have a 
fight on their hands,” one said. 

In the House of Commons 
tomorrow or Wednesday. Sir 
Geoffrey Howe, former deputy 
prime minister, will make his 
first speech since resigning. He 
is likely to be severely critical 
of the style and substance of 
the prime minister’s stand on 

Europe. 

Sir Geoffrey’s colleagues con- 
tinue to insist that he has no 
intention of standing for the 
'sadership but acknowledge 


that he has been lobbied from 
within the party to reconsider. 

For Mr Heseltine, his deci- 
sion will depend on how near 
he believes he is to winning 
the support of the 159 Conser- 
vative MPs required to force 
the prime minister to resign. A 
“stalking horse” challenger 
intended to pave the way for a 
full-blown contest has not be 
ruled out, however. 

Mr Peter Temple-Morris. 
Conservative MP for Leomins- 
ter in the English midlands, 
said on BBC television that Mr 
Heseltine would be an “out- 
standing" prime minister. He 
said: T believe we have got to 
go for it, that there are tides 
that one has to catch. . . in 
history and in politics." 

But Mr Julian Critchley, MP 
for Aldershot in Southern 
England and friend of the for- 
mer defence secretary, played 
down the probability of a con- 
test. “I still don’t think he will 
run. I mean. I'm his biographer 
but I'm not in his private 
office." 


US may delay UN move 


Continued from Page l 
sending more than 150,000 
extra troops to the Guff and 
warned that he risked over- 
stretching supply lines. 

“The president has a real 
obligation to explain why liber- 
ating Kuwait is in our vital 
interest, an interest so impor- 
tant that we’re willing to 
expend thousands of American 
lives if necessary.” 

President Bush, who has 
been briefed on the Baker mis- 
sion, is expected to step up his 
pace in the next few weeks, 
starting with his forthcoming 
visit to Europe and Saudi 
Arabia, where he will spending 
Thanksgiving with the troops. 

The US viewed a UN resolu- 
tion on the use of force as a 
useful political tool to garner 
congressional support by pro- 
viding “international cover” in 
the event of war. It could also 
serve to prevent Arab defec- 
tions. according to US officials. 

This remains the view, hot 
the differing views within the 
international coalition mirror 


an ambivalence within the 
administration. 

The Pentagon is especially 
concerned that an inade- 
quately worded UN resolution 
could shackle the US military. 

A US official summed up the 
dilemma: “We want the world 
on our side, but the question 
is: How high, a price are we 
prepared to pay for it?" 

Meeting Mr Baker in Lon- 
don, Mrs Margaret Thatcher, 
the UK prime minister, was 
lukewarm about efforts to seek 
another UN resolution, saying 
that the legal authority already 
existed for the use of force. 

In Moscow, the Soviet leader- 
ship acknowledged that force 
could not be ruled out, but Mi- 
Baker apparently failed to 
move the Soviets beyond their 
general statement that the use 
of force should be authorised 
by the UN. In Paris, US offi- 
cials reacted with disappoint- 
ment to Mr Roland Dumas, for- 
eign minister, who said: 
“Nobody has yet started dis- 
cussing military action.” 



Clayton Yeutter: warned 
EC of high political price 

Yeutter gets 
tough with 
Europe over 
farm reform 

By Nancy Dunne 

in Washington 

MR CLAYTON YEUTTER. the 
US agriculture secretary, will 
visit European capitals this 
week and warn of the “high 
political price to be paid by the 
Community” if the Uruguay 
round of talks fails because of 
EC intransigence over farm 
trade reform. 

Taking a hard line before his 
departure today. Mr Yeutter 
said EC ministers worried 
about the price to be paid polit- 
ically for farm trade liberalisa- 
tion. Instead, he said, there 
would be an even higher price 
to be paid “if the other nations 
of the world protect their own 
interests in a more confronta- 
tional trading environment.” 

Mr Yeutter will try to push 
the negotiations along. He 
travels to London tomorrow, 
Bonn on Wednesday, Paris on 
Thursday and Brussels on Fri- 
day for the annual US-EC min , 
isterial meeting. He will be in 
The Hague ou Saturday and in 
Stockholm on Sunday for a 
meeting with officials of the 
European Free Trade Associa- 
tion (Efta). 

He said he was hoping for 
flexibility in the EC plan to cut 
internal farm supports by 30 
per cent “If all the reform that 
is achievable is the amount 
that is encompassed in the EC 
proposal, then it simply isn't 
worth it rd rather simply for- 
get the whole thing and go 
about protecting our interests 
in our own way." 

US officials have refrained 
from publicly spelling out how 
they would redesign farm pol- 
icy if the Uruguay round fails, 
although some have suggested 
the US would have to turn to a 
plan similar to the EC's Com- 
mon Agriculture Policy. Con- 
gress, in its budget compro- 
mise, voted new form supports 
and export subsidies worth at 
least S3bn if the US does not 
enter into a multilateral trade 
agreement by June 30, 1992. 

The budget agreement also 
seeks to derail a movement in 
the Senate to withdraw the 
“fast-track” negotiating 
authority which would prevent 
amendments of legislation 
implementing the Gatt (Gen- 
eral Agreement on Tariffs and 
Trade). The increased farm 
supports would not be manda- 
tory if an international agree- 
ment fails because the fast- 
track is withdrawn. 

Mr Yeutter denied reports 
that be would support extend- 
ing the negotiations through 
January, beyond the round’s 
scheduled ending on December 
5. "I simply wanted to emphas- 
ize the grave time strains that 
exist now because of the pro- 
crastination of the European 
Community in placing Its agri- 
culture position on the table 
about three weeks late." 

On the plus side, he said that 
the debate in Europe over farm 
trade reform had finally been 
“focused correctly." 

"Tariffication is being seri- 
ously considered and 
debated... no commitments 
have been made on export sub- 
sidies but a lot of discussion 
has been held on the possibil- 
ity ... for the first time ever in 
the EC. And the magnitudes of 
potential change and internal 
supports go beyond anything 
that has been contemplated in 
past years as well. 

“The problem is that that all 
should have taken place about 
two years ago Instead of 
today . . . bat better late than 
never.” 

Mr Frans Andriessen, Euro- 
pean Community vice-presi- 
dent, said that farm subsidies 
had been over-emphasised in 
world trade talks and his 12-na- 
tlon group wanted a balanced 
package to emerge next month. 
Renter reports from Tokyo. 


WORLDWIDE WEATHER 


ApCCM 

Ai0Mn 

AmWdwn 


Ball Bln 
Bam*M 
Bamriam 

BflKM 

Mgrta 




*F 



X 

V 



X 

T 



X 

■F 



X 

■F 



X 

T 



X 

T 



X 

T 



X 

T 



X 

T 



a 

Berlin 

C 

7 

45 


c 

SB 

86 

Faro 

S 

20 

88 

MntoM 

F 

34 

75 

Mrfer* 

F 

21 

70 

Utsi 

C 

4 

39 

fccosta 

3 

18 

8* 


F 

8 

« 

T4Mrf8 

F 

24 

75 



w 

Start* 

S 

«7 

81 


s 

20 

a 

ftoww 

C 

e 

« 

MwW 

R 

8 

45 

UaM 

s 

W 

57 

nomd 

C 

f 

34 

Oporto 

S 


a 

SmFianaoa C 

» 

5? 

TotyB 

s 

IS 

61 


H 

64 


s 

11 

BS 

CNago 

s 

-3 

» 

FrnsMwt 

R 

B 

« 

Jitam 

C 

33 

91 

M*>ca 

f 

18 

64 

Moscow 

n 

3 

37 

Oak 



s 

Stud 

C 

W 

SO 

Tow* 

Sn 

0 

a 


14 

57 


F 

lb 

SB 


c 

ffl 

so 

Gtrtva 

C 

10 

M 

jer«4>r 

c 

IS 

SB 

Uqtarp 

s 

3 

66 


c 


a 

Ptot* 



a 

S&WCrw 

F 

a 

31 

Tata 

c 

20 




» 


C 

H 

57 


c 

8 

41 

Gtaocar 

s 

19 

« 

JcnoniwoBwo & 

» 

66 

MUa 

n 

19 

« 

NMTCta 



77 

tako 



59 

SHUa 

C 

2 

36 

fekncta 

3 

tt 



a 

as 

Bru4*4*I 

F 

O 

56 

Carta 

s 

15 

9 


c 

9 

48 

Uma 

e 

19 

BE 

UacMir 

c 

11 

S 

•tap*** 

s 


B1 




38 

tamiwn 

R 


46 

varies 

F 



s 

IB 

84 


Ffl 

0 

W 

Data 

3 

r 

4S 

HtannU 

s 

1 

14 

man 

Ft 

II 

52 

Hanoi 

R 

X 

90 

Nona 

c 


87 




43 

Symi> 

& 

IT 

63 

Warm 

R 

0 






F 

27 

» 

Dublin 

R 

ii 

51 

Haig Kang 

- 

- 


London 

C 

12 

34 

IMBCUIM 

C 

M 

81 

Now Ota 

■* 


- 


5 


■? 

Trtpw 

C 

24 

73 

Wars** 

C 

9 




S 


F 

n 

70 


c 

13 

55 

mmp 

c 

r 

45 

Loa Angst* 

s 

IT 

63 

tanks Or 

F 

21 

72 

ftawYart 

8 

7 

43 

Rods JndraF 

38 HP 

Tnotar 

s 

20 

a 

WNHngtti 

8 

7 

45 

Ft 

0 

ST 

Cago Town 

C 

N 

«* 

Wntatfl 

c 

B 

48 

towns* 

s 

8 

43 

Lmwtoaj 

c 

9 

« 

tart 

S 

W 

SS 

Mm 

F 

K 

81 

tan* 

s 


a 

Tal Art* 

e 

W 

K 

Zurtcb 

R 

8 

48 


the lex column 


The square mile 
changes shape 


There cannot have been a time 

since the mid-1950s when the 

future of the City of London 

office market has been as hard 
to predict as today. Everyone 

knows the arithmetic of over- 

supply - this autumn an esti- 
mated 9m square feet were 
available for immediate occu- 

pation. meaning a 14 per cent 
vacancy rate. As for rents, the 

days of record lettings at £70 

per square foot in London EC3 

are over. The chances of City 

rents generally seeing much 

more than pedestrian growth 

in the early to mid 1990s seem 

«Hm, given existing planning 

consents for a further 50m sq 

ft. And yet none of the above 

answers some of the more fun- 

damental questions nagging at 
commercial property minds. 

Is the current slump just 
another down-cycle, albeit one 
aggravated by the recession, 
and the credit squeeze? Or has 
the City market changed per- 
manently. in the tenant's 
favour, thanks to freer plan- 
ning and the creation of new 
centres like Docklands? Even 
leaving aside Canary Wharf, 
the former view is becoming 
harder to sustain. The chief 
evidence for it is that so-called 
trophy buildings still sell on 
premium yields to cash-rich 
foreigners. But there are only a 
few hundred trophy buildings 
in the UK, let alone London; 
and a lot of them are owned by 
Land Securities, or the biggest 
institutional investors. Trophy 
valuations are no indication of 
the market generally. 

The evidence is accumulat- 
ing for the latter view, that the 
City has changed fundamen- 
tally. This is not so much 
because of all the surveyors’ 
gossip about slow lettings of 
properties like MEPC’s Alban 
Gate, over London Wall. Gener- 
alising from individual proper- 
ties is dangerous, especially in 
a bear market More important 
are prmmnTflHng items of cir- 
cumstantial evidence. 

One is Rosehaugh Stanhope 
Developments’ Broadgate. It is 
still too early to say how much 
sense Broadgate made for the 
developers, in spite of last 
week's healthy results from 
Stanhope. RSD has nearly £lbn 
of debt Broadgate will be cash- 
negative this year by a net 
&40m, and the pending sale of 
Phase 4 is the first big test of 
what outsiders think it is 
worth. But it has made sense 
for British Rail, and the ten- 
ants, especially at RSD’s top 
rent of £47.50 per sq ft Hence 
the grad u al. British Rail-driven 
process of rolling back the 
frontiers of the City, to include 
areas like Tjidgate and King's 
Cross, will almost certainly 
continue in the 1990s. 

A second piece of evidence is 


UK office rents 



the convergence of rents 
between the City and outer 

London. At about £30, top rents 

in Uxbridge and Hammersmith 

are now better than most in 

Docklands, and close to those 

in the City Cringe. A third is 
that the big four clearing 
banks - the City's largest 
space-occupiers - are at last 
having to rationalise their 
properties. None of this sup- 
ports the radical view, voiced 
by Salomon Brothers this 
August, that London’s tradi- 
tional office centres will lose 
all their prestige. But it does 
suggest that for the City this is 
more than just another down- 
cycle. 

Eurotracking 

The FT-SE Eurotrack 100 has 
just ended Its second week as a 
live index; it is too soon, obvi- 
ously, to draw conclusions 
about its reception from portfo- 
lio managers, but not too early 
to judge its merits as a daily 
guide to market sentiment. It 
was decidedly helpful, for 
example, to get a one-stop view 
of the local market reaction iff 
landing German stocks to the 
recent unexpected rise in the 
Lombard interest rate - BMW, 
Volkswagen and Deutsche 
Rank all fell by between 2 and 
3 per cent, while Commerz- 
bank dropped more than 4 per 
cent 

Over last week, the Euro- 
track index gave a pretty dear 
picture of Europe’s (excluding 
the UK’s) dismal performance; 
it has now dropped by almost 5 
per cent since its re-baszng 
before launch at 1,000. How- 
ever. experienced investors 
could easily have called up the 
DAX and CAC indices and seen 
roughly the same picture. 

Nor is it too early to review 
scepticism voiced at the time 
of the index's creation over the 
possible launch of derivatives 
products based on the index. 
As more evidence emerges that 
the market for index warrants 
in general is suffering from 
chronic illiquidity - witness 


the assurances felt necessary 
by Barclays de Zoete Wedd 
about making a secondary 
market when it launched a 
block of FT-SE warrants fast 
- it seems far from obvi- 
ous that securities houses will 
put their capital on the line 
with new issues on an untested 
product which is certainly not 
yet a benchmark. 

Some of the stocks in the 
Eurotrack index are turning 
out to be harder to deal in with 
reliable settlement than was 

assumed at the outset — those 

in Belgi”™, for example. That 
Twpirps hedging any derivatives 
an expensive and risky propo- 
sition. There may be some hid- 
den over-the-counter activity, 
but for now it wDl probably be 

limited. There is one thing 
working in the favour of the 
derivatives experts, however. 

Because the index constituents 

make a complex basket for val- 
uation purposes, calculating 
fair value on, say, an option is 
an almost impossible task. 
From that point of view, there 
is plenty of room for some cre- 
ative mathematics and fat 
rhargas to any customers. 

US dollar 

There seems to be no let-up 
in the steady decline in the US 
dollar. Its 14 per cent tail over 
the last year has been nowhere 
near as savage as the sharp 
drop between 1985 and 1987, 
nevertheless there are begin- 
ning to be whispers that some- 
thing ought to he done before 
it causes serious damage. The 
French, not surprisingly, are 
leading the charge to reverse 
this latest outbreak of benign 
neglect of the dollar. Given 
their new-found anti-inflation- 
ary zeal they can hardly break 
their links with a strong 
D-mark, yet the weakness of 
the dollar is compounding the 
problems of the current eco- 
nomic slowdown in France, 
and a growing number of other 
EC countries. 

There is no sign yet that 
Germany or Japan are con- 
cerned. In fact, quite the 
reverse. The weakness of the 
dollar is cushioning fopm from 
the frill impact of the recent 
near doubling in oil prices. 
Both are still more worried 
about inflation than recession. 
Meanwhile the US authorities 
are desperately anxious to 
avoid a deep recession, and let- 
ting the dollar fell is about 
their only feasible policy 
option. Nevertheless, the 
noises coming out of Paris 
should not be ignored, since 
they underline the fact that 
strains within the ERM are 
bound to increase as EC 
growth rates increasingly 
diverge. 
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The BRS Car Lease Sale & Leaseback 
scheme means that you can now sell 
your company vehicles to us, then utilise 
the capital released and take advantage 
of a tailor-made, cost effective contract 
hire agreement 


This piece completes 
the Contract Hire picture 


Sq if you own your company csr 
fteet get rid of all your problems and 
benefit from easier admin, fixed montt 
payments, regular managed servicing 
known cash-flow and the satisfaction' 
knowing you’re with the experts. 



Fdr the complete picture tin in the coupon and maH it today to BRS Car Lease. FREEPOST rvifian 
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It’s a premium 
call from Nortel 

Northern Telecom ol Canada is borrowing 
£1.5bn from international banks to fund the 
acquisition of STC. the UK telecommunications 
equipment manufacturer, announced last week. 
But the International banking market is awash 
in sterling loans, and the borrower is having to 
pay a premium to secure the funds, Deborah 
Hargreaves writes. Page 22 

Cement for celluloid 



Banks heed Brent Walker plea 


Italian financier Giancarlo Parretti is set to sell 
Renta Inmobrliaria, the Spanish construction 
company, to French investors for about 
Pta3Sbn ($373m). Parretti ’s Path6 Communica- 
tions has just completed a $1.36bn acquisition 
of Hollywood studio MGM/UA Communications 
and the proceeds of a Renta deal may be used 
to help finance this purchase. Page IS 


Rights hopes for Eurotunnel 

Trading starts today In packages 
of rights to subscribe for new 
m EURO * shares in Eurotunnel. The stock 
: v TUNNEL ; should open at about 222p. But 
% Eurotunnel hopes demand for the 

" ?v- nil-paid rights from new Inves- 

tors wishing to buy shares in the 
Channel tunnel project, or existing sharehold- 
ers who want to increase their travel perks, 
will push up the price of nil-paid packages, 
writes Andrew Hill. Page 18 

Fighting shy of corporate bonds 

Corporate bonds have been suffering a buffet- 
ing in the international markets. One reason is 
that capital-starved banks are shying away 
from corporate bonds, against which they are 
forced to hold a lot of capital. According to syn- 
dicate managers, some Japanese banks are 
said to be considering wholesale disposal of 
corporate debt securities. Some have started 
selling corporate bonds and are switching into 
more capital-efficient sovereign paper. Simon 
London reports. Page 22 


George Walken management's case swayed banks' judgment 


By David Waller in London 

BANKERS TO Brent Walker 
have agreed to provide £30m 
($59m) In cash to stave off 
short-term liquidity problems at 
the troubled leisure company. 
They have also agreed to rear- 
range the terms oT the group's 
£1.2bn of debt so that it can pro- 
ceed with its plans to raise 
£l(&3m via a convertible bond 
issue later this week. 

The agreement came after the 
bankers heard an "impassioned 
plea" for the future of the com- 
pany from Brent walker’s man- 
agement "This certainly swayed 
our judgment," said one person 
who attended a Saturday morn- 
ing meeting of ISO bankers. 

Those present beard an assess- 
ment of the company's financial 
position prepared by Touche 
Ross, the accountancy firm. 


According to one banker, 
short-term cash flow looked 
“pretty precarious" and the 
group sought a further £3Gtm in 
short-term funds in addition to 
an extra £40m already pledged by 
the banks. 

It is likely that the £30m will 
come from the steering commit- 
tee of lead creditors to Brent 
Walker, headed by Standard 
Chartered, although details will 
only be finalised after the vote by 
shareholders on Thursday to 
approve the bond issue. 

At the meeting, bankers agreed 
in principle that Brent Walker 
will not have to repay any capital 
until the end of 1992, by which 
time it is hoped that the eco- 
nomic climate will have 
improved and the group will be 
able to fetch higher prices for 


asset sales than is possible at 
present. The banks’ formal signa- 
tures of approval are required by 
Tuesday, which may be difficult 
administratively. 

“There was a pretty general 
feeling that the appointment of 
an administrator would have 
been a disaster. The company's 
assets are not in doubt, but they 
would be worth a lot less if there 
was a fire sale. Hie Touche Ross 
report showed the group does 
have a short-term cash-flow prob- 
lem, but this is not sufficiently 
serious to stop the bond issue. 
With careful management, the 
company will be viable.” 

The agreement was reached 
only after disputes between the 
banks themselves after Brent 
Walker last week transferred 
£3Sm from its William Hill bet- 


Hard times reach the rooms at the top 

Martin Dickson, Alan Friedman and Nikki Tait examine the latest sackings on Wall Street 
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A delicate new social skill is 
facing the inhabitants of 
plush apartment build- 
ings in upper Manhattan and the 
wealthy, manicured suburbs to 
the north east of New York City: 
how to respond correctly to the 
news that your prosperous mid- 
dle-class neighbour is suddenly 
out of a job. 

For a new wave of redundan- 
cies is sweeping through Wall 
Street and this time it is hitting 
those with most to lose: the 
highly-paid investment bankers 
who profited mightily from the 
wild takeover boom of the 1980s. 
Furthermore, the cuts are coming 
across the board, for the first 
time hitting a substantial num- 
ber of senior officers as well as 
line soldiers. And those still left 
with a desk are likely to face cuts 
In their pay. 

Some analysts argue that Wall 
Street as a whole, which is 
thought to have lost some 404)00 
jobs since the 1987 stock market 
crash, could lose as many as 
40,000 more, from a total of some 
220,000, over the next two to 
three years. 

The past week alone has 
brought news that Pruden- 
tM-Bacbe, known primarily as a 
retail brokerage, is cutting about 
120 of its 180 investment banking 
jobs. Merrill Lynch cut some 50 
of its nearly 600 bankers and 
rumours of a big new purge at 
First Boston have swept Wall 
Street The bank declines to talk 
numbers, saying the cuts are 
"ongoing" but - having axed 
almost 50 jobs from the equity 
division last week - there seems 
little doubt that further layoffs 
will flow before Christmas. 

Some impetus may have been 
given to this series of cuts by an 
ann ouncement at the start of 
November that even mighty Mor- 
gan Stanley, one of the highest 


regarded bouses on Wall Street, 
was trimming its investment 
banking team by 6 per cent, or 
about 50 people. Where Morgan 
led, others could safely follow. 

Wall Street has been scaling 
down ever since the 1987 crash 
scared off individual investors, 
but the previous purges had the 
greatest impact on the trading 
and retail brokerage side of the 
securities houses. 

The investment bankers, the 
elite of Wall Street, were far less 
affected. This was because their 
particular businesses - which 
include underwriting issues of 
securities for corporate clients, 
raising debt, advising on take- 
overs and investing in buy-outs 
- continued to prosper into 1989 
or even the first half of this year. 

Now, however, nemesis has 
arrived, in the form of a looming 
domestic recession, immense 
market uncertainty because of 
the Middle East crisis, and a 
sharp deterioration in the bal- 
ance sheets of commercial banks, 
severely curtailing their appetite 
for corporate l ending . 

“This industry is in trouble 
and we need to take some very 
drastic steps,” said the chief exec- 
utive of one of Wall Street’s big- 
gest investment banking and bro- 
kerage combines. Putting the 
bear case, he adds: “Clearly there 
are going to be no equity deals, 
no debt financing and no M & A 
deals for many months." 

“The only place to look for 
business,” he reckoned, “will be 
from bankruptcy reorganisations. 
Some people say that the worst of 
the recession will be over by mid- 
1991. 1 don’t believe that and we 
are taking the approach that 
there will be little business of 
substance for the next 18 months, 
starting in January. There is just 
no business in the pipeline.” 

The deterioration in invest- 
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ment .banking has snowballed 
over the past year, first with 
problems of securing bank 
finance, then with the collapse at 
the start of the year of Drexel 
Burnham Lambert, bringing an 
end to the junk bond era. 

In the first rune months of this 
year Wall Street’s underwriting 
foes plunged around 31 per cent 
to $L5bn. In the first 10 months 
the value of domestic takeovers 
fell 50 per cent to $186bn. Many 
investment banks are now star- 
ing at very uneconomic over- 
heads which they have to slash, 
and most of those overheads are 
people. 

However, the current round of 
cuts will not be spread evenly. 
The more exposed are big, insti- 
tutions with large overheads. 


often with their roots in retail 
brokerage, some of which have 
overexpanded in investment 
banking from a small base. To a 
greater or lesser degree these 
include First Boston, Kidder Pea- 
body, Merrill Lynch, PalneWeb- 
ber, Prudential-Bache and Shear- 
son Lehman. 

Those which look less likely to 
require major surgery are Institu- 
tions which either have long had 
a better blue-chip client base or 
were more conservative in the 
roaring 1980s. These include Dil- 
lon Read, Goldman Sachs , Lazard 
Frferes, Morgan Stanley and Salo- 
mon Brothers. 

At first glance, the paucity of 
business might seem to put 
heavy pressure on boutiques, yet 
their mood is more upbeat Over- 


heads are generally lower and 
individuals - who have already 
made their reputations with 
mainstream investment banks - 
have sufficient personal wealth 
and experience of previous 
slumps to sit out this one. 

Furthermore, a slump in bid 
fees can be partly cushioned by 
earnings from managing in-house 
investment pools. “Every ten 
>ears we go through slumps," 
says Jo Rice, president of Clayton 
& Dubilier. “The big difference 
was in the 1980s when the pools 
of capital came up. There is a 
stability in these organisations 
now." 

That said, many investment 
bankers question the overheads 
of Wasserstein Perella, the merg- 
ers and acquisitions operation 
which only began life in Febru- 
ary 1988 but employs 120 profes- 
sionals in London, New York, 
Tokyo and Paris. “They’ve been 
mashed - they've got a huge 
number of people and no deals.” 
says one competitor. “I don’t see 
how they can be malting any 
money ” However, Mr Bruce Was- 
serstein, rebuts such sniping by 
saying “this is more a reflection 
on our critics’ problems than on 
our position." 

He says his firm is malting 
profits and is ranked among the 
top three or four firms for its 
deals in 1990 (the firm in fact was 
ranked first, third and 12th in the 
three quarters of 1990J. He is 
unworried about overheads 
because “the key difference is 
that we don't have 5.000 people 
and our business Is relatively 
small and focused, with an inter- 
national side that accounts for 40 
per cent of our M & A income." 

Whatever the truth, this cross- 
fire seems above all emblematic 
of the intensified scramble for 
business in a market that is in a 
seemi n gly inexorable decline. 


ting subsidiary to the parent 
company, upsetting banks which 
do not have an exposure to the 
parent. It is thought that £20m 
had gone back to the subsidiary 
by Friday. 

Bankers expressed concern 
about the level of financial man- 
agement within the group and ' 
have won agreement that a new 
finance director be installed to 
replace Mr Wilfred Aquilina. 

Brent Walker, which operates 
pubs, marinas, and hotels, is 
headed by Mr George Walker. It 
has grown rapidly since it was 
re-floated on the stock-market in 
1985, but much of the expansion 
has been financed by bank bor- 
rowings. The £108 bond issue, 
which will be applied to reduce 
the company's debts, cannot go 
ahead without bank approval. 


Clayton 
Dubilier 
to open 
in London 

By Nikki TaR in New York 

CLAYTON & Dubilier, the US 
leveraged buy-out boutique 
formed in the late-1970s and 
boosted by a couple of Kidder 
Peabody defections two years 
ago, plans to open an office in 
London before the end of 1990. 

Hie New York-based firm said 
last week that it still sees an' 
active LBO market in Europe^ 
despite the current problems- 
wMch such deals face in secur- 
ing senior debt funding from' 
bank lenders. 

Mr Jo Rice, president, 
suggested that European banks 
could faifca a significant funding 
role and that the divestiture by 
larger companies of peripheral 
bus i nesses was a trend which 
would continue. 

A number of the larger LBO 
firms on Wall Street are known 
to have considered a more active 
role in the European market 
recently. 

Their interest may have been 
prompted partly by the sharp 
downturn In domestic activity. 
The dollar volume of domestic 
deals, tor example, tumbled to 
S7bn in the first half of 1990, 
compared with 524m in the same 
period a year earlier. 

Mr Rice said that Clayton had 
no plans to raise investment 
funds to target specifically at the 
European market. 

The London office will be 
headed by Mr Bard Howe, who 
was brought in to run Nu-Kote, a 
former division of Unisys, 
bought out by its management 
and Clayton for around $50m in 
1987. 


Essay on a clean sheet 


A sk any economist these 
days about his or her 
current work pro- 
gramme and the _ answer is 
likely to be that it concerns 
eastern Europe, or European 
economic and monetary union, 
or both. 

So it was no surprise to find 
last week that four award win- 
ners, inclining the first prize 
entry, In the animal American 
Express Bank essay contest 
bad written on problems relat- 
ing to the transformation of 
eastern Europe and the Soviet 
Union to market economies. 

Mr Lawrence Brainard, the 
chief economist of Bankers 
Trust Co, won the top $25,000 
prize for arguing that eastern 
Europe requires viable capital 
markets before the region can 
successfully reform its econo- 
mies. 

This idea is not particularly 
novel. Financial market reform 
in eastern Europe is high on 
the a genda of bodies such as 
the Organisation for Economic 
Cooperation and Development, 
the World Rank, the Interna- 
tional Finance Corporation and 
new European Bank for Recon- 
struction and Development 
But Mr Brain ard struck a 
less conventional note _ by 
stressing that an essential first 
step must be a clean out of the 
bad loans from the balance 
sheets of eastern Europe's 
banks. 

Explaining Ms work at a 
amiinar in London, he main- 
tained that ffnannial reform in 
eastern Europe has generally 
ignored the unrealised losses 
that have accumulated in the 
banking system through years 
of subsidising interest rates for 
uneconomic companies. In 
Yugoslavia, which Is now 
starting to tackle this problem, 
such losses at the National 
Ttnnk of Yugoslavia reached no 
less than &£ per cent of grass 
domestic product in 1987- 
At the same seminar, Ms 
Magdotna Szfike, who works at 


Budapest's economic research 
institute, said Hungary made a 
big mistake when It created its 
commercial banking system in 
1987. The bad loans on the 
National Bank’s books were 
simply distributed among the 
new banks. 

Mr Brainard wants eastern 
Europe's banking system 
reforming for two main rea- 
sons: 

• to create a capital market 
and suitable conditions for pri- 
vatisation and: 

• to remove a source of seri- 

ous economic disequilibrium 
from the eastern European 
countries. . . ^ 

In his view, balance sheet 
restructuring is vitally impor- 
tant because so long as the 
hanks have an inherited over- 
hang of troubled assets they 
“simply cannot play a role in 
the allocation of capital s i mila r 
to tha t played by sound bank- 
ing institutions in Western 
capital markets.” 

But how is the clean out to 

be 1101167 „ 

Mr Brainard suggested lift- 
ing the bad loans out of the 
banks' portfolios and providing 
a mechanism for injecting new 
capital. Yugoslavia is currently 
implementing a technique pio- 
neered in Chile where the gov- 
ernment replaces the banks' 
bad loans with long-term bonds 
which pay a positive rate of 
interest. In time, the banks' 
capital would grow because of 
the interest income and the 
eliminatio n of the bad loans. 

A different way forward 
might be to allow Western 
hgnks to set up significant 
commercial banking 
operations in eastern European 
countries without any legacy 
of bad corporate debts. This, he 
suggested, would help transfer 
ctriiic to the eastern European 
banks and could pave the way 
for inflows into eastern 
Europe. 

Mr Brainard admitted that 
dealing with the banks' bad 


loans would have a high bud- 
get cost for the countries 
involved. There would be bank- 
ruptcies, further increases in 
unemployment and losses of 
output among the companies 
whose borrowings have 
brought the banks into diffi- 
culty. 

It was not surprising that Ms 
Szdke and Mr Rouben Indji- 
kian. a Soviet economist, 
looked queasy at the prospect. 
Both stressed the risks of 
social unrest from getting the 
sequencing of reform wrong. 

Ms Szoke was also unenthu- 
riagrir about giving finan cial 
privileges to foreign banks. 
Hungary's experience of allow- 
ing in foreign banks was that 
they took advantage of conces- 
sions offered to make a profit 
and brought little or no mod- 
ern technology or know-how 
into the country. 

Mr Indjikian, who works at 
the United National Confer- 
ence on Trade and Develop- 
ment in Geneva, wanted to 
know bow the dubious bank 
assets would be valued. 

He pointed out that east 
European and Soviet factories 
were often viewed by western- 
ers as liabilities rather than 
assets. But too rigorous a valu- 
ation of banks' loans would 
makp the people of the former 
Communist states feel poorer, 
and add to already growing 
social tensions. 

Crunch Time 

Forewarned is forearmed. 
Professor Alan Budd, the chief 
economic adviser of Barclays 
Bank, has just performed a 
valuable sendee in describing 
what could happen if the econ- 
omy experiences a “credit 
crunch". 

Credit crunch has become 
one of the buzz words of 1990. 
The condition is usually 
caused by a weakening of the 
banking system's financial 
position, through a rise in bad 
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Alan Budd: valuable service 

debts. The complaint often 
appears when an economy is 
cooling. The bad debts cut 
bank profits and capital- The 
result is a slowdown or decline 
in lending as a result of pru- 
dence or banking regulations. 
In a worst case, this can force 
business failures, “fire sales" 
of assets, a consequent loss of 
wealth and even a crisis in the 
financial system. 

Writing in the latest Bar- 
clays Economic Review, Prof 
Budd reminds us that a credit 
crunch can turn a mild reces- 
sion into a severe slump. He is 
careful not to be too alarmist, 
pinning hope on timely action 
by the Federal Reserve System 
in case of need. But he says: 
“We certainly have some of the 
conditions for a credit crunch 
at the moment” 

The main problem area is 
the US. But the UK personal 
and corporate sectors have 
high levels of debt and British 
banks have had to make 
increased provisions for bad 
debts. 

Commenting just days after 
the Treasury forecast a rela- 
tively brief recession in 
Britain, Prof Budd points out 
that economic forecasters 
rarely predict the economic 
cycle accurately. Indeed, as a 
former head of forecasting at 
the London Business School, 
Prof Budd observes that 
“booms are stronger, and 
recessions are deeper than the 
economists expect." 

Peter Norman 


UK equities 
remain 
in favour 

By Tracy Corrigan 

UK EQUITIES remain the most 
favoured asset for fresh Invest- 
ment, even though UK fond 
managers take a dimmer view 
of the performance of UK com- 
panies next year. This is 
according to Smith New 
Court’s October survey of UK 
institutional investors, carried 
oat by Gallup. 

A balance of 50 per cent of 
fond managers plans to 
increase holdings in UK equi- 
ties, little changed from 49 per 
cent last month. 

Bat the e upho ria engen- 
dered by the UK’s entry into 
the exchange rate mechanism 
of the European Monetary Sys- 
tem, which coloured last 
month’s survey, has waned, as 
the slowdown in the economy 
forces managers to lower their 
expectations for corporate 
earning s and dividend growth 
in 1991. 

Expected average growth of 
4 J& per cent in earnings per 
share and dividend growth of 
6.1 per cent last month have 
been revised down to 0.8 per 
cent and 4.4 per cent respec- 
tively. 

The continued enthusiasm 
for investment in Britsh equi- 
ties appears to reflect the 66 
per cent balance of managers 
who are bullish on a 12-month 
view of the stock market in 
Britain. 

Their market forecasts boost 
the FTSE 100 to 2,126 on a 
three-month view and to 2^383 
on a 12-month view (the Index 
was at 2031 at the time of the 
survey). 

The oil price, seen rising to 
$37.7 over the next three 
months, is expected to fall 
over 12 months to $25Jk 

Sentiment on the UK gilts 
market continues to improve, 
with a balance of 14 per cent 
of managers now planning to 
increase their exposure to 
gilts, against a negative bal- 
ance ol 3 per cent in July. 


With our Droplock 



when interest rates 

tall. 


And still lau^tiins 
it they rise again. 

If the experts are right, now ii a pretty good time to bo for a 
variable rate mortgage. There's a widespread view that interest rates 
will continue to fail in the future. 

But when will rates bottom out? Or start to rise again? 

The simple answer is that with John Chat-col's new Droplock 
mortgage, it doesn't really matter. 

It starts off as an ordinary variable rate mortgage, which can fall 
In line with the market. The current rate is 14.5% 1 15.6% APR). 

But when the time is right, you will be offered the opportunity 
to switch out of the variable rate — and into a rate which will be 
fixed for the rest of the life of the mortgage. 

In other words the Droplock mortgage will allow you to lock into 
a low fixed rate, and step off the mortgage rate roller-coaster for 
many yean to come. 

Find out more. For written details, call John Charcol / nu L„,\ 


on (071} 589 7080. 


& JOHN CHARCOL 

Talk about better mortgage. 

0 7 1 - 589-7080 
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John Charcol is it licensed credit broker. Your home is at risk if 
you do not keep up repayments on a mortgage or other toon secured on it. 
John Charcol Limited, 195 Knightsbridgc, London SW7 IRE 
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Danish group to dispose 
of 14% Hambros stake 


By Richard Lapper 

BALTICA GROUP, Denmark’s 
biggest insurer, wants to dis- 
pose of the 14 per cent stake in 
Hambros, the UK merchant 
bank, it acquired in 1980. 

Mr Peter Christofferson, 
chief executive of Baltica. said 
the stake was no longer a 
"strategic investment It would 
be natural for us to divest 
these shares if offered the right 
price,” he said. 

GRE'e shares jumped in Lon- 
don on Friday as asm changed 
hands prmd speculation that a 
stake was being built in the 
company. The shares closed at 
I63p, up 6p on the day but 
down from the high of 187%p. 

Mr Christofferson said that 
since Baltica became linked to 
CVN network, these connec- 
tions have become less impor- 
tant 

At the same time, the net- 
work of European insurance 


companies linking France’s 
Groupe Victoire, Germany’s 
Colonia, the Baltica Group and 
other companies is actively 
seeking a UK partner. 

Baltica and Colonia both 
have subsidiaries in London. 
Baltica also has a small direct 
sales company in the UK, the 
Camberly-based Preferred. 

But the network is giving 
priority to a possible link with 
one of the larger UK composite 
companies, either through a 
co-operation agreement or 
through cross-shareholdings. A 
move along these lines is likely 
next year. 

Victoire owns 78 per cent of 
Colonia-Victoire Nederland, 
which in turn owns 78 per cent 
of the Dutch company, Nleuw 
Rotterdam and 55per cent of 
Colonia. Baltica is linked to 
CVN via Victoire which bought 
a 23 per cent stake in the Dan- 


ish company last year. The 
companies also have a link 
with the French Nationalised 
company Union des Assur- 
ances de Paris, which has a 34 
per cent stake in Victoire. 

CVN is envisaged as the core 
of a multinational insurance 
group which aims to build a 
market share of at least 2 per 
cent in each European country. 
The development of connec- 
tions in Si^iirfit iagia , amf East- 
ern Europe iTiftiiidfaig the Bal- 
tic states also figure high on 
the list of CVN’s strategic pri- 
orities. 

Meanwhile, Baltica contin- 
ues to resist the attentions of 
Denmark’s second biggest 
insurer, Hafnia. "We keep 
phoning them to let them 
know that we are not in favour 
of a merger,” said Mr Christof- 
fersen. 


Buy-out plan for Acatos founders 


By Jane Fuller 

MR IAN HUTCHESON’S plan 
for a management buy-out of 
Acatos & Hutcheson, the edible 
oil atm fat group, has found- 
ered because agreement could 
not be reached with potential 
investors. 

The proposal was to make a 
cash offer of 130p per ordinary 
share, valuing the group at 
nearly £43m. After Friday’s 
announcement, the price fell4p 


to 109p~ its all-time low. 

Mr Hutcheson, whose family 
company owns about 37 per 
cent of Acatos said after a 
potential equity investor with- 
drew in October that, "the 
institutional people tried to put 
together a package to replace 
the equity plan.” Although the 
finance had been available in 
principle, terms could not be 
agreed. 


He stressed that the failure 
of the negotiations were not 
related to the finanrial or trad- 
ing status of thft group. 

A profit warning in August 
- referring to higbeMhan-ex- 
pected losses at a Spanish asso- 
ciate and at a UK plastics joint 
venture - has already led to 
the expected figure being 
downgraded to just below the 
previous year’s £4£m. 



INVITATION TO TENDER 

On behalf of H.C Sleigh Services Pty limited, a wholly owned 
subsidiary of Petersville Sleigh limited, for 

42,269,967 fully paid ordinary shares of A$l.QO each in 

HOWARD SMITH LIMITED 

representing 31% of that company's issued capital. 

Interested parties should apply to the vendor’s exclusive agent. 
International Pacific Securities Limited, for an 
Information Memorandum and the conditions of tender. 

Tbii inviiaoop ii nude only io persona wfaoac onfiauy lnwinew it ii to buy or tell «h*ia or defaeunwi 
within tbe mrnning of Section 79(2) of dw Companies Act 1985. Expressions of i nt erest from 
other persons will not be considered. 

The latest date for the receipt of expressions of interest is 

Friday, 16 November 1990. 

The shares in Howard Smith Limited are listed 
on the Australian Stock Exchange Limited. 

Please contact either 

Bruce A. Nettleton Gregory Barker 

International Pacific Securities Ltd International Pacific Securities Pic 
Level 10, 2 Bligh Street Level 5, 37 Lombard Street 

Sydney NSW 2000 London EC3V 9BQ 

Tel (02) 221 1066 Tel (071) 860 1 114 

Fax (02 233 2736 Fax (07 1) 860 1 1 19 

A MEMBER OF FIMBRA 

New Yorir Sydney London 

The mini Mid tggptotiooa made node ifaa Finmcial Services Act 1 far the pr ot ection of gnrettost do cot tpfiy to Ac vewiar of the 
shares sod she financial Services (Compcasttkia of Invoice*) Rales 1 988 may m apfiy u» (be mvoBmcsR concerned. 

The vitae of the shares H»iy go down a» well as np. Oangca in iaKa of s a chin gc between cttacncke way also cansa ihc vatae cf the 
atm u> dfaainidi at io iocnuc. 


This notice b issued in compliance with the requireme n t s of the Council of The Stock Exchange. 
It is not an invitation to any person to subscribe for or purchase ordinary shares of IQp each in 
UnXZhetn PLC. 

Application has been nude to the Council of The Stock Exchange for the ordinary shares of lOp 
each in UniChem PLC, issued and now being issued, to be admitted to the Official list. 


UniChem PLC 

ffnattpantedin Eng/vd mi Wdes under the Companies Act T98S mth tegotered number 2517178) 

INTRODUCTION TO THE OFFICIAL LIST 
and 

RIGHTS ISSUE 
on a 2 for 5 basis 

of 26,923,880 new ordinary shares of 1 0p each 
at lOOp per share 


SHARE CAPITAL 

(following the Introduction and rights issue) 


74,250,000 


Authorised 

Number 

D 142,500,000 


ordinary shares 
of TOp each 


Issued &nd Credited 
4S fuifypatd 

C Number 

9,423,358.20 94,233,582 


Details of the above mentioned shares are Included in the Companies Ffchc Service available 
from The Stock Exchange. 

Copies of the listing Particulars relating to UniChem PLC may be obtained during norma! office 
hours for the next two business days from The Stock Exchange Company Announcements 
Office, 46-50 Finsbury Square, London ECZA 1DD and on any weekday (Saturdays and public 
holidays excepted) up to and including 26th November, 1990, from: 


UBS Phillips & Drew Securities Limited 
100 Liverpool Street 
London EC2M 2RH 


UniChem PLC 
UniChem House 
Cox Lane 
Chessington 
Surrey KT9 1SN 


12th November, 1990 


Bremner 
closes main 
trading 
activity 

By James Buxton, Scottish 
Correspondent 


BREMNER, the former 
store-owner which has been 

tiie scene of repeated fending 

over its chairmanship, is to 
dose Carswell, the small Glas- 
gow stockbroker which is its 
main trading activity, from 
November 16. 

The company has had Its 
shares suspended since July, 
when Hr James Rowland- 
Jones, the former chairman, 
was voted ont of office by 
shareholders. It Is currently 
ran by four directors from the 
Scottish fmaweini community 
who came in with the inten- 
tion of wyfing the feuding. No 
chairman has been appointed. 

Tbe new board said that said 
that it was attempting to buy 
an established business which 
would enable the company to 
resume its listing, since the 
Stock Exchange held that 
Bremner currently had no 
trading activities which would 
support a listing. The Stock 
Exchange considers Bremner 
to be a shell company. 

Carswell, bought for £1.35m 
in 1987, was making unaccept- 
able losses, the company said. 
In the absence of any offers to 
purchase It it had been decided 
to close It and set the loss 
against gains for tax purposes. 

It employs eight people, five 
of whom will leave the firm 
Immediately on closure. Those 
leaving include Hr Denis 
McGuinness, its managing 
director, who is a former 
chairman of Bremner. 

The company announced 
increased pre-tax profits of 
£358,000 for the year to May 
31, compared with profits of 
£39,000 for the previous year. 
However before taking Into 
account interest received of 
£662,000 It made a loss of 
£304,000 (£366,000) on turn- 
over oT £411,000 (£482,000). 

It received £2. 6m from the 
sale of the site of the former 
Bremner store in Glasgow, 
which was recorded as an 
extraordinary item after tax. 

A dividend of 0.5p is being 
paid making lJJp (nil) for the 
year. 


Eurotunnel looks for a dearer rights package 


By Andrew Hill 

PACKAGES OF rights to 
subscribe for new shares in 
Eurotunnel - “nil-paid" rights 
- should start trading at 
about 222p wizen the market 
opens today. 

But Eurotunnel hopes 
demand for the nil-paid rights 
from new investors wishing to 
buy shares in the Channel tun- 
nel project, or existing 
shareholders who want to 
increase their travel perks, will 
push up the price of nil-paid 
packages. 

The company launched its 
three-for-five rights issue 10 
days ago, aiming to raise 
£532m towards the £7.6bn cost 
of completing the fixed link. 
About 50,000 potential inves- 
tors are believed to have called 
Eurotunnel's share informa- 
tion line to inquire about the 
rights issue since tbe group 


Heath to buy 
UK broking arm 
of Abaco Lays 

By Richard Lapper 

CE Heath, the UK insurance 
broker, expects to acquire the 
UK retail and wholesale brok- 
ing activities of Abaco Invest- 
ments. 

Abaco is a subsidiary of Brit- 
ish and Commonwealth Hold- 
ings, the financial services 
group which collapsed In the 
summer. 

Abaco’s other broking inter- 
ests in the non-marine reinsur- 
ance, aviation and marine 
areas are not part of the deal, 
the terms of which Heath 
expects to announce next 
week. 

The acquisition will roughly 
double the size of Heath’s UK 
brokerage operation. Last year 
Abaco earned brokerage 
income of about £15m, com- 
pared to tiie £60m earned by 
Heath’s worldwide brokerage 
operatian. 

Heath in tends to finanrp the 
acquisiti on by placing shares 
with Hambros and National 
Wes tminster Bank on behalf of 
the CE Heath employee share 
ownership plan. 

Mr Presland acknowledged 
that CE Heath had been 
involved in pr eliminar y discus- 
sions With Johnson & Higgins 
the US broker, over the last six 
weeks. 


Clydesdale up 20% at £70m 


CLYDESDALE Bank, based in 
Glasgow and owned by the 
National Australia Bank, 
announced pre-tax profits up 
20 per cent at £702m for the 
year ended September 30 1990, 
compared with £58.7m. 

Advances to customers rose 
by 27 per cent, while bad debt 
provisions went up by 28 per 
cent to £10.7m. Deposits were 
up 25 per cent to about 
£S50m. 

Mr Richard Cole-Hamllton, 
chief executive, said the 
growth in profits matched by a 


similar rise in had debt provi- 
sions reflected the fact that the 
Scottish economy was much 
less affected by recession than 
that of the south of England, 
and careful credit assessment 
by the bank. 

Net interest income 
increased by 13 per cent and 
staff costs by 10 per cent, while 
other costs went up by 21 per 
cent. 

Clydesdale paid NAB a divi- 
dend of £15m (£9m). Reserves 
rose from £110m in 1989 to 
£139m in 1990. 


Notice 
in respect of 

A meeting of the holders of the outstanding 

U.S. $100,000,000 

Floating Rate Notes Due 1991 
of 

Provinsbanken A/S 
now merged with 
Den Danske Bank Aktieselskab 

convened for 10.00 am. (London time) on 26th October 1990 
al the offices of 

The Chase Manhattan Bank, NA, 

Wodgate House. Coleman Street, London EC2P 2 HD 
and adjourned to 10.00 a.m. (London time) on 9th November 1990 

NOTICE tS HEREBY GIVEN to the hoWers ot the above Notes that, at the 
adjourned Meeting of such hoktere convened by the Notice of Meeting 
pu bushed in the Financial Timas and the Luxsreburgar Wort on 29tn 
October 1990 and held at The Chase Manhattan Sank, N.A., In London on 
9th November 1990, the Extraordinary Resolution set out tn such Notice 
was duly passed. Accordingly the modifications to the ‘farms and 
Conditions of such Notes referred to In such Notice have been made with 
sheer from 9th November 1990 . 

DEN DANSKE BANK AKTIESELSKAB 
12th November 1990 


ALLIANCE « LEICESTER 

Affiance fit Ldcescer BaUdjng Society 
£50,000.000 

Subordinated Variable Rate 
Notes 1998 

In accordance »ieh the Term * and 
Condition* of tbe Noun, nonce h 
hereby given that the Rate of 
Interne far the tenth Interest Period 
from 8th November. 1990, to 8th 
Febtusrr. 1991. has been Sued at 
11-2125% per annum- Interest par- 
able on 8th Febnupf. N91. will 
amount to £358.23 per £10,000 
principal a mourn. 

Liwedon ihr lauenbMi; Stock £, chance 




began publicising it some 
weeks ago. 

The subscription period runs 
for three weeks - from today 
until December 3 - and only 
investors who subscribe and 
pay the full price for the new 
units will be eligible for half- 
price travel perks. 

Eurotunnel's share pnee 
closed at 403p on Friday, a fall 
of 32p since Tuesday dae to 
concern resurfacing over the 
level of Claims for extra pay- 
ments being made by contrac- 
tors building the project 

The claims, which were 
detailed in the rights issue pro- 
spectus, published last week, 
come in two forms. 

The first set of claims for 
£953m at 1985 prices are mainly 
to cover variations which the 
contractors say Eurotunnel 
has made to specifications 


laid down in the original con- 

^The second set of c l aims is 
for up to 55 weeks extra time 
to complete the project This 

would not necessarily mean 
that the project would be fin- 
ished a year after trains are 
due to start running m June 
1993 as contractors say imey 
can still meet the original 
deadline if farther money - on 
top of the £953m it is already 
claiming - is made available 
by EurotunneL 

Eurotunnel is disputing both 
sets of claims which it says 
have largely still to be substan- 
tiated by the contractors. 

Based on Friday’s closing 
price, existing units should 
h*>gin t iding “ex -rights today 
at about 369p - the average 
price of new and exi sti n g units 
- and the nil-paid rights 


would trade at 74p each, the 
difference between the 285p 
rights issue price and the mar- 
ket price of the existing 

“art to comply with french 

B.'wawJig 

to buy three new Eurotunnel 
Slits, so the actual quoted 
price will be three times the 
price of one nil-paid mat 

Some analysts believe Fri- 
day's market price may have 
been depressed by investors 
selling their existing shares m 
the hope of buying nil-paid 
rights cheaply today. 

Eurotunnel's special cheap 
telephone-based dealing service 
also opens today, giving poten- 
tial investors the change to 
buy nil-paid rights for a fixed 
commission of £10 per transac- 
tion. 


INTERNATIONAL CROSS BORDER TAKEOVERS 


BIDOEH/1NVE STOR TARGET 

Northern Telecom (Canada STC(UK) 

Arj ornarl-Prioux (France) Wiggins Teape (UK); 

International Pape r (US) Cookson Graphic ArteQJK) 

Santtec (Finland) AHia (France) 

PubUckar industries (US 10 Hanson businesses 

Thymsen Indust (Germany) Davies & Metcalfe (UK) 

Gp Fabric© m (Belg ium) Sutcliffe Speakman djv 

Worcester Gp (UK) Radson (Belgium) 

Fbaeco (UK) Certek Group (US) 

Spie BaUgnoOes (France SDK (JV) 

Davy Corp (UK) 

Kaiser Engineers (US) _____ 

Source; FT Morgen ft AcqidsMora Inte rnational 

Cross-border mergers, acquisitions and disposals 
abounded, writes Brian Bollen. The motivating 
forces included industry restructuring, the 
European single market and debt reduction. 

The first two featured in Northern Telecom of 
Canada’s £139bn offer for STC, the biggest bid 
for a UK company this year. If it goes through, 
the deal will mark an othe r stage in the compre- 
hensive restructuring of Europe’s electronics 
industry, make Nortel the world's thinLlargest 
telecommunications equipment group and give 
it a pre-1992 springboard into Europe. 

The deal also disproves the notion that banks 
have ahanrinneri bid flnsnring totally. Nortel 
has secured £L5bn of loans from a group of four 
underwriters led by Barclays Bank, doubling its 
gearing to around 50 per cent 

Less straightforward was the merger between 
Wiggins Teape Appleton of the UK and French 
specialist papers business Arjomari-Prioux. This 


S ECTOR 

Telecom equipment 
Paper merchant 
Graph/ Art supps 
Bathrm Eqpmnt 

Various 

Muc h Engineers 
Env/ Engjncerg 
Boffermakfng 
Industl Malnt 

Aluminium 

facility 

construction 


d eal was, like Nortel's, welcomed as a good 
geographical and industrial fit. But conf usio n 
arose over who is eating whom. While WT'A 
management will control day-to-day running of 
the merged business, doubts surround the 
extent of French infim-w-a behind the scenes. 

UK industrial group Cookson continued the 
energetic assault on its debt, agreeing to sell its 
graphic arts subsidiary to International Paper of 
the US. for £11 0m. 

Combined with the sale of its half of Ttoride 
to Id this will halve Cookson's gearing to 50 per 
cent with a few selected disposals still under 

wmdilufftinp 

Sanitec, a subsidiary of Finnish Industrial 
company Wartsila, will become Europe’s second- 
biggest producer of bathroom equipment with 
its purchase of 75 per cent of France’s AHia. 
Hanson tidied op its portfolio, selling 10 busi- 
nesses in the UK and US. 


THE UNITED BANK OF KUWAIT PLC 


IS PLEASED TO ANNOUNCE THAT AS FROM 

12TH OF NOVEMBER 1990 

ITS TREASURY AND INSTITUTIONAL FUND MANAGEMENT BUSINESSES 
Wia BE RELOCATED TO 

15 BAKER STREET, LONDON WIN! 2EB 

WITH EFFECT FROM THAT DATE WE CAN BE CONTACTED AT THE 
FOLLOWING COMMUNICATION NUMBERS:- 

General Telephone Number : 071-486-4611 
General Fax Number : 071-487-3908 
General Telex Number : 299273 KUWP0R G 


Dealing Room Fax 
Dealing Room Telex 


: 071-224-5804 
: 886995, 

887913 KUWFEX G 


DEALING ROOM PHONE NOS 


High Yield Bonds 
Treasury 

Foreign Exchange 
Middle East Section 
Sales Desk 
Fixed Income 
Equities 
Administration 
Manager 


071-935-5977 

071-935-6113 

071-935-5754 

071-935-6131 

071-935-6167 

071-935-5759 

071-935-5733 

071-224-5982 

071-224-3203 


Reuters 

Dealing 


The administration division will remain at 3 Lombard Street, London 
EC3V 90T to which all settlements contact and correspondence should 
continue to be addressed. 


BASE LENDING RATES 


National & Provincial 
Building Society 
Isaac of up to £ 200 , 000,000 
Homing Kate Notes 1999 
Notice is hereby given due for 

the three months 9th November, 

15*90 to 11th February. 1WI the 
Nora will carry V* inrerest rate 
of 14% per annum with a coupon 
amount of £360.55 per £l0,000 
Note and £3,605.48 per 
£100.000 Note payable on 21th 
February. 1991. 


This week’s topics: 

An Economist's Guide To The Recession 
Elections: Rebuke To Bush And The GOP 
Inside The House Of Saud 
Profits For 900 U.S. Companies 
Compaq Struggles To Stay Afiead In PCs 

Now available at your newsstand! 


BusinessWeek tatenwttonal 

Headqjatter vl, an tfOuchy, CH-W06 lausame. TfeL 41-21-617 44 H 
UK toll-free number: 0800 289 137 
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COMPANIES AND FINANCE 


Investors to meet 
Nat-Ned over 
merger proposal 

By Ronald van de Krot in Amsterdam 


A GROUP of institutional 
investors will meet Dutch 
insurer Nationale-Nederlanden 
tomorrow to express dissatis- 
faction with the terms of Nat- 
Ned’s proposed merger with 
NMB Postbank. 

A senior official at a loading 
Dutch pension fund said the 
group represented more than 
20 institutional investors who 
together own more than 15 per 
cent of Nat-Ned ’s share capital. 

The official, who is co-ordin- 
ating the group's efforts and 
who asked not to be identified, 
said the group was unhappy 
with the share-exchange offer 
unveiled last week. However, 
he said it was too early to say 
whether the investors might 
refuse to tender their shares. 

A spokesman for the huge 
Dutch civil servants’ pension 
fund Algemene Burgelijk Pen- 
sioenfonds said the fund, 
which owns between 2 per cent 
and 3 per cent of Nat-Ned. was 


leaning towards joining the 
group. 

The merger plans were 
announced last Monday and 
trading in the companies 
shares resumed the following 
day. Since then. Nat-Ned and 
NMB Postbank’s shares have 
not moved in parallel with the 
terms of the offer, suggesting 
dissatisfaction in the market 
with the deal. 

On Friday, Nat-Ned closed at 
FI 48.20 (328.65) and NMB Post- 
bank at FI 40.90. Under the 
complicated swap offer - 
which includes bonds and war- 
rants as well as shares - NMB 
Postbank should be trading at 
around FI 44, analysts said. 

The partners have vigor- 
ously defended the deal, saying 
the market will come to under- 
stand the complex valuations 
needed to bring together a 
bank and an insurer. One of 
the complexities is the differ- 
ence in undisclosed assets. 


Trygg-Hansa deal expected 


: ■ if I i 


By John Burton in Stockholm 

TRYGG-HANSA, the Swedish 
insurance company, is expec- 
ted to announce today that it 
will purchase half of Gota, the 
parent company of Sweden’s 
fourth largest bank, sharing its 
ownership with SPP, the Swed- 
ish white-collar workers' pen- 
sion insurance Rind. 

Trading in Trygg-Hansa 
shares was suspended on Fri- 
day on the Stockholm bourse. 
Trading in Gota's was 
suspended on Thursday. 

The deal would be the third 
significant link-up between a 
Swedish insurance company 
and a hank following a govern- 
ment proposal six weeks ago to 
abolish the ownership barriers 


between the two sectors. 

SPP bought a 44 per cent vot- 
ing stake in Gota for SKr4.6bn 
(3827m) in late September, rais- 
ing its total interest to almost 
48 per cent. 

This was followed two weeks 
later by Skandinaviska 
Enskilda Banken becoming the 
largest shareholder in Skandia, 
Sweden’s biggest private insur- 
ance company, with the pur- 
chase of a 28 per cent voting 
stake for SKi4.7bn. 

SPP is expected to welcome 
Trygg-Hansa’s hid since other 
minority insurer shareholders 
in Gota threaten to block SPP*s 
use of Gota’s banking network 
to sell pension schemes. 


GOLD FIELDS PROPERTY 
COMPANY LIMITED 

(-GF Props") 

(Incorporated in the Republic of South Africa) 
Registration No. 01/01078/06 

AN OFFER ID SELL TO MEMBERS 3067,305 SHARES IN 
SOUTH DEEP EXPLORATION COMPANY LIMITED 
(“South Deep”) FROM WEST WTTWATERSRAND AREAS 
LIMITED (“WWA”) 

Further to the announcements on 21 September 1990 and 2 November 
199a GFRups offers to sen to ite members 3067,305 shares in South Deep 
on the basis ol 30 South Deep shares tor every 100 shares held in GF Props, 
at a prioe o» R6.75 per share. These shares form the bulk of Ihe entitlement 
received by WWA a wholly owned subsidiary oKGF Props. The Johannes- 
burg Stack Exchange fJSE") has granted a listing lor Ihe renounceable (nil 
paid) letters of allocation (Tetters') pursuant to the otter by GF Props to its 
members (other lhan those members whose addresses, as recorded in me 
share registers, are within the United Slates of America or Canada) 

These letters will be fisted from Monday, 19 November 1990 to Wednesday 
12 December 1990. 

South Deep has decided not to apply for a lisung ol the company on The 
International Stock Exchange of the United Kingdom and the Republic ot 
Ireland Limited prior to the completion of its current exploration and devel- 
opment programme. 

The timetable tor the listing ol the letters, as approved by the JSE. is as 
follows: 


Record date tor the GF Props offer - test day 
tar GF Props shareholders to register for the 
offer- closeol business on 

Listing of the tetters commences on the JSE 

Offer by GF Props opens at 0930 

Last day for dealing in the letters on the JSE 

Last day lor splitting letters 
in London by 1480 
in Johannesburg by 1480 

GF Props otter doses - last day tar accept- 
ance and payment to be made by 1480 

Last day tar late postal acceptances by 
1480 

South Deep share certificates posted on 


1990 

Friday 16 November 
Monday, 19 November 
Friday. 23 November 
Wednesday. 12 December 

Wednesday. 12 December 
Thursday. 13 December 

Friday 14 December 

Wednesday. 19 December 
Friday. 21 December 


The GF Props offer circular, inducting the letters and the South Deep pros- 
pectus which has been included for information purposes, will be posted 
to members of GF Props on Friday, 23 November 199a 

The documents relating to this oiler will be available tor inspection from 
16 November 1990 at the offices of the Transfer Secretaries. 75 Fox streeL 
Johannesburg. 2001 and at the London Office of GF Props at Greencoat 
House; Rands Street, London SW1 P 1 DH 

Johannesburg 
12 November 1990 

A MEMBER OFTHE GOLD FIELDS GROUP 


Kvaerner to 
acquire 
stake in 
Masa- Yards 

KVAERNER, the Norwegian, 
shipbuilding and offshore oil 
and gas technology group, is 
to acquire a majority stoke in 
Masa- Yards, Finland's largest 
shipbuilding company built 
from the wreckage of Wartsila 
Marine, one of Europe’s big- 
gest shipbuilders, writes Enri- 
que TessierL 

The acquisition puts an end 
to hopes of merging Finland's 
three shipbuilders - Masa 
Yards. Rauma-Repola and 
Hollming - into one Finnish 
shipbuilding company. The 
Kvaerner move follows unsuc- 
cessful merger talks between 
the government and the coon- 
try’s three shipbuilders. 

Union Bank of Finland 
(U BF) and EffJohn, a Finnish 
shipper, sold their joint 52 per 
cent stake for FM 1 20m 
(334.2m) to Kvaerner through 
Clavis Maris Finlandia, a hold- 
ing company which owns Mas- 
a-Yards. 

The other Masa owners are 
the Finnish state, with a 27 
per cent stake, Carnival Cruise 
Lines with ll per cent and 
UBF/EffJohn with 10 per cent. 

Kvaerner also has an option 
to buy the 10 per cent stoke 
from URF/EfDohn for FM60m 
in the next two years . 

The acquisition will give 
Kvaerner 72 per cent of Clavis 
Maris Finlandia, the remain- 
der of which will be held by 
Masa- Yards. 


New chief 
at Apple 
named 

APPLE Compnter has 
promoted Mr Michael Spindler 
to president of the company, 
replacing Mr John Scolley, 
who remains as chairman and 
chief executive, writes Louise 
Kehoe in San Francisco. 

The appointment represents 
a “ringing endorsement” of Mr 
Spindler’s success since his 
appointment as chief operat- 
ing officer last February, Mr 
Scolley said. 

Mr Joseph Graziano. Apple’s 
chief financial officer, and Mr 
Albert Eisenstat, Apple's sec- 
retary, have been elected exec- 
utive vice-presidents. 


Mitsubishi 
Estate up 17% 

ROBUST real estate sales in 
the Tokyo metropolitan area 
contributed to favourable first- 
half results at Mitsubishi 
Estate, a leading Japanese real 
estate company, writes Emilio 
Terazono. 

The company saw a 17.1 per 
cent rise in pre-tax profits to 
Y46.4bn (3359.6m) for the six 
months to end-September and 
turnover for the period 
showed a buoyant 30.1 per 
cent rise to Y1668bn. 


Control of CISF 
gained by BCP 

BANCO Comerdal Portngues 
(BCP), Portugal’s leading pri- 
vate commercial bank, won 
control of the Companhia de 
investimentos e Services Fin- 
ance iros, Portugal’s largest 
financial services and invest- 
ment company, writes Patrick 
Blum in Lisbon. BCP raised its 
shareholding in CISF from 7.6 
per cent to 51.1 per cent. 


ALUANCK— ■ LEICESTER 
Alliance & Leicester Building Society 
£150.000.000 

Floating Rate Notes due 1995 
In accordance with the provisions of 
Ihe Notes, notice is hereby given 
that the Rate of Interest for the 
three month period ending 8th 
February. 1991 has been fixed at 
13.9125% per annum. The interest 
accruing for such three month 
period will be £35t».b7 per £10.000 
Bearer Note, and £3,506.71 
per £100.000 Bearer Note, on 
8th February. 1991 against 
entalion of Coupon No. 10. 

Union Bank of Switzerland 
London Branch Agent Bank 
8th November. 1990 


pres- 



Frec State Development and 
Investment Corporation Limited 

(“Freddcv” or “the Company”) 

Registration Number 05/16931/06 
(Incorporated in the Republic of South Africa 1 

- — -4i- — y 

Propose d rights offer of 2 831 669 preference shares in FYeddev to membe rs of the Company 

"™— , &..l d 1 r.. .. 1 «.r o «l 

Further to the announcement published on 
2 November 1990, FYeddev announces the terms ol 
the rights offer to its members. 

FYeddev is offering to its memberejtseot ivlereenwio 
2 831 689 ordinary shares in South Deep Exploration 
Company Limited by way of a renounceable rights 
offer of 2 831 669 new FYeddev preference ahweson 
the basis of 13 preference shares »ta prior or Bo,73 
per uharo for every 100 ordinary shares held m 

EYeddiv on 16 November 1990. 

JohannMbura Consolidated Investment C«np«9t 
Limited has undertaken U> subscribe in Ml for th* 

FYeddev preference share entitlements offered I to lit 
as a member of FYeddev and will underwrite the offer 
to the remairting awmbers. 

Application he* been made to The Johannesburg 


1 


Stock Exchange for u listing of 2 831 669 
renounceableinil paid) letters of allocation from 
Monday. 19 November 1990 to Wednesday 
12 December 1990. both days inclusivo, and Tor a 
listing of2 831 669 fully paid preference shares 
from Thursday 13 December 1990. 

Members are reminded that the transfer books and 
register of members will be dosed from Monday 
19 November 1990 to the done of business on Friday 

23 November 1990 for Ibe purpoBeofdeierminia}; thnae 

members ofFreddev entitled to participate in the 
rights n IT ec 

Accordingly, the lost date Tor members to register in 
order (O participate in the rights offer will be Friday 
16 November 1990. Johannesburg 

9 November 1990 


Parretti sells package 
of film and TV rights 


By George Graham in Paris 

MR Giancarlo Parretti. the 
Italian financier, has sold a 
package or film and television 
series rights to help finance his 
S18bn acquisition of MGM-UA, 
the US film studio. 

Mr Parretti's company MGM- 
Pathe has sold the television 
rights to MGM-UA's film cata- 
logue for the entire French- 
speaking world, with the 
exception of Canada, to United 
Communication, a French com- 
pany controlled by Mr 
Dominique Bigle and Mr 
Anthony Stevens. 

The price of the deal has not 
been disclosed, but is smaller 
than the sale of MGM-UA's 
video rights to Time Warner, 
announced on the completion 
of the takeover three weeks 
ago, which involved a 3125m 
advance. 


United Communications 
claimed, however, that it was 
the largest rights deal ever 
signed in the French 
market 

The catalogue includes clas- 
sic aims ITOm the Metro Gold- 
wyn Mayer and United Artists 
studios, such as West Side 
Story. The deal excludes the 
James Bond films. 

United Communications has 
distribution rights for several 
Columbia films, inducting the 
Columbia Classics series dat- 
ing from before 1969, and pro- 
duces several children’s televi- 
sion series. 

It has also tried to create a 
television market for petanque, 
the French bowls game. 

The rioai hag been financed 
by Banque Pallas «nri Banque 
Bruxelles Lambert. 


Investors set to buy Renta 


RENTA lnmobiliarla, the 
Spanish construction company 
controlled by I talian financier 
Mr Giancarlo Parretti, Is set to 
be sold to French investors for 
about Pta35bn (S373m). Reuter 
reports. 

Renta’s buyers are a group 
of French investors led by busi- 
nessman Mr Jean-Rene Bick- 
art, said Ms Maria Teresa 
Atienza, Renta chairwoman. 
She said a un it of iu«ifan food 
group Parmalat would also buy 
a stake. 

Mr Parretti, whose Pathe 
Communications has just com- 
pleted a $186 bn acquisition of 
Hollywood studio MGM/UA 
Communications, controls 728 
per cent of Renta, both 


directly and indirectly. 

Under Spanish law before 
selling Renta its owners have 
to offer to buy back shares 
held by small investors. Such 
an offer was made last week, at 
a proposed Ptal, 762.5 per 
share, but it still has to be 
approved by the Spanish 
authorities. 

Mr Bickart is a co-share- 
holder of Mr Parretti’s partner 
Mr Florio Fiorini in Sasea 
Holding, a Geneva-based finan- 
cial holding company. 

Sasea holds a 42 per cent 
stake in Mr Parretti's Dutch 
investment vehicle, Melia 
International of Amsterdam, 
which holds 578 per cent of 
Renta. 


Iberia predicts heavy losses 


IBERIA, the state-owned 
Spanish airline, expects to foil 
into heavy losses this year, 
just three years after returning 
to profit and two years after 
paying its first dividend to the 
state since the late 1970s, 
writes Peter Bruce. 

Mr Miguel Aguilo, Iberia's 
president, said he expected 
losses this year to be between 


3100m and $I50m, following net 
profits of some $6m and 324m 
in 1989 and 1988 respectively. 

The airiinp had been break- 
ing even for most of the year 
but rising fuel prices, falling 
tourist numbers and growing 
economic uncertainty in Spain 
would lead to a serious drop in 
last quarter revenues, he 
added. 


CHANGE OF ADDRESS 

HANIL BANK 

London Branch 

(Incorporated in Korea) 


Please note that with effect from 
12th November 1990 
our office will be located 
at 

Ropemaker Place, 25 Ropemaker Street, 
London EC2Y 9LY 

Tel: General - (071) 638 3981 
Dealing -(071) 628 8173 
Fax: (071) 374 6531 
Tlx: 889076/884749 
(Tel, Fax and Tlx unchanged) 
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INTERNATIONAL PROPERTY 
ADVERTISING 

appears every Saturday in 
the Weekend FT. 

For more information call 
Lourdez Beilis 
on 

071-873 4839 


Regulators seek 
to give Iosco 
greater influence 

By Richard Waters 

SECURITIES regulators from 
around the world this week 
will attempt to promote their 
mutual trade organisation into 
the big league of international 
financial regulatory bodies. 

At the annual conference of 
the International Organisation 
of Securities Commissions, 
which starts today in Santiago, 
Chile, the regulators are expec- 
ted to approve a plan to give 
more backbone to the organisa- 
tion. 

The aim is for Iosco to 
develop the same influence in 
determining common interna- 
tional regulatory standards as 
the Basle-based Bank for 
International Settlements 
(BIS) wields in the banking 
area. 

Similar hopes were har- 
boured before last year's con- 
ference in Venice, but then 
Iosco proved little more than a 
forum for debate. 

In particular, a dispute over 
standardised capital adequacy 
rules for securities business 
exposed fundamental disagree- 
ments in the approach to regu- 
lation among its members. 

Iosco still hopes to agree cap- 
ital rules, although its efforts 
have been overtaken by similar 
work at the European Commis- 
sion and the BIS. 

This year, Iosco’s 12-member 
technical committee is expec- 
ted to approve a proposal to 
create the new post of execu- 
tive chairman to give more 
Impetus to what has until now 
been a loose association of 
interests. 

The proposal, presented by a 
committee chaired by Mr Rich- 
ard Breeden, chairman of the 
US's Securities and Exchange 
Commission, includes a plan to 
refocus the diffuse work of 
Iosco's technical committee. 


MAES Funding 
No. 2 PLC 


£300,000,000 
Mortgaged Ba ched 
Floating Rate Notes due 2017 

Notice is hereby given that 
the Rate of interest has been 
fixed at 13-9625% for the 
interest period 8th November. 
1990 to 8th February. 1991. 
The Interest amount payable 
on 8th February. 1991 will be 
£2.160-86 in respect of each 
£61.-400 Principal Amount 
Outstanding of each Note. 


Agent Bank 
8th November. 1990 


Bosiness Opportunities 

appear? on Tuesdays and Salunlays. 

To ad venire in this, section ptenr call 
Gavin Bishop on 071-873 4780 
or Sara Mason on 0T7I-873 3308 

or write lo them ui 
The Financial Times. One Southwark 
Bridge. London SF.I VHL 



November, 1990 


Commonwealth of Australia 


Jssue 

11V* per cent. Bonds due 1995 
II 5 /* per cent. Bonds due 1998 
11 per cent. Bonds due 1995 
11V* per cent. Bonds due 2000 


Amount Outstanding 

U.S.$ 185,402,000 
U.S.S 84,770,000 
U.S.S 110,185,000 
U.S.$ 48,855,000 


NOTICE OF REPURCHASE OFFERS 


Notice is hereby given of the intention of the Com- 
monwealth of Australia ( "Australia *1 to make offers 
(the "Offers") to repurchase its outstanding Euro-U.S. 
dollar debt securities, being the U.S.S 300.000,000 
11 'A per cent. Bonds due 1995, the U.S.5 100.000,000 
117* per cent Bonds due 1998, the U.SJ& 200,000,000 
11 per cent Bonds due 1995 and the U.S.S 
100,000,000 11 ’A per cent Bonds due 2000 (the 
"Bonds"). The Offers in respect of the Bonds will be 
conducted on behalf of Australia by Deutsche Bank 
Capital Markets Limited as Australia's Agent (the 
"Repurchase Agent"). Unless otherwise notified, the 
Offers are expected to commence on 14th Novem- 
ber, 1990 at 9.00 a.m. London time and will be con- 
ducted in the manner described below. 

Australia reserves the right to withdraw such Offers, 
and notice of any such decision will be given on Reu- 
ters page DBAU and in a leading London newspaper. 

Australia does not currently expect to conduct any 
further formal repurchase programme for any of the 
Bonds upon expiry of the Offers nor to solicit any 
further offer to repurchase the Bonds before 30th June, 
1991. 

Australia hereby offers to repurchase from Bondhol- 
ders the Bonds presently held by them and outstan- 
ding during the period from and including 14th 
November, 1990 until no later than 5.00 p.m. London 
time on 30th November, 1990 (the "Repurchase Peri- 
od"). Australia nevertheless reserves the right to termi- 
nate the Repurchase Period prior to 30th November, 
1990 and will give 24 hours' notice thereof on Reuters 
page DBAU. 

The prices (the "Repurchase Prices") at which Austra- 
lia has authorised the Repurchase Agent to make the 


Offer in respect of each issue on its behalf will be the 
respective prices displayed (together with a spread 
over the current on the run U.S. Treasury Notes) from 
time to time during normal business hours in London, 
New York and Tokyo during the Repurchase Period on 
Reuters page DBAU. Nevertheless, Australia reserves 
the right to change the Repurchase Prices at any time 
during the Repurchase Period. All acceptances of 
Bonds will be at the relevant Repurchase Price as dis- 
played or otherwise applicable at the time the accep- 
tance is received by the Repurchase Agent. All Bonds 
repurchased by Australia pursuant to the Offers will 
be cancelled. 

Bondholders may accept the Offer by telephone, telex 
or facsimile. The contact telephone numbers will 
appear on Reuters page DBAU on 14th November, 
1990, and will be displayed throughout the Repurcha- 
se Period. 

Bonds may only be delivered and paid for through 
the Euroclear or CEDEL systems. To participate in the 
Offer, Bondholders who do not have an account at 
Euroclear or CEDEL may deliver their Bonds through 
a bank, custodian or other financial intermediary 
which maintains an account with Euroclear or CEDEL. 

Settlement with respect to acceptances will be seven 
calendar days following the day on which the Offer is 
accepted. The relevant number of days' accrued inte- 
rest will be added to the price paid. 

Bondholders who are uncertain as to the best course 
to follow, should consult their stockbroker, bank 
manager, solicitor, accountant or other professional 
adviser. 


Questions relating to the Offers should be directed to: 
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Deutsche Bank 
Capital Markets Limited 
London: 

Tx: 8958261/8958277; Fax: 071 626 9321 
Att: Keith Saxton 
(Trading - Tel.: 071 929 0474) or 
Hugh Carter 

(Sales -Tel.: 071 283 8391) 


Deutsche Bank 
Capital Corporation 
New York: 

Tx: ITT 422 908; Fax: 212 474 6739 
Att: Paul S. Chuy 
(Trading - Tel.: 21 2 474 7425) or 
James Kelly 

(Sales - Tel.: 212 474 7477) 


DB Capital Markets (Asia) 
Limited, Tokyo Branch 
Tokyo: 

Tx: 34943; Fax: 00813-589-4810 
Att.: 71 Chino 
(Tel.: 589 3923) or 
M. Yamada 
(Tel.: 589 3172) 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


Forecasts blend gloom with optimism 


THE UK government's Latest 
economic forecasts for 1991. set 
out last Thursday in the 
Autumn Statement, are an 
intriguing mixture of gloom 
and optimism. 

The forecasts support the 
widespread notion that the UK 
is In a recession and that the 
14 per cent base rate will come 
down soon, a factor that would 
cause gilt yields to drop and 
prices to rise. 

While cheered by such 
thoughts, many in the gilt mar- 
ket are sceptical about the sec- 
ond main strand in the govern- 
ment statement. This is the 
prediction by Mr John Major, 
the chancellor, of a sustained 
economic recovery from mid- 
1991. driven by a healthy 
growth later in the year in con- 
sumer spending and in exports 
of manufa ctured goods. 

How realistic are these 
assumptions? 

And to what degree Is Mr 
Major viewing the future 
through rose-tinted spectacles 
with an election in mind? 

These questions lead to the 


suspicion in some quarters 
that Mr Major Intends to stim- 
ulate the economy in the early 
part of 1991. probably by a mix- 
ture of tax and interest-rate 

cuts. . . 

Were Mr Major to do this m 
advance of concrete evidence 
that inflationary trends had 
burned themselves out. he 
could unwittingly create a re- 
run of the Lawson boom of 
1986-88. 

This is when the previous 
chancellor over-stoked the 
economy by relaxing monetary 
policy too much, causing retail 
prices to climb to the annual 
rate for September of 105 per 
cent, the highest figure for 
eight years. 

Last week, as a result of 
these arguments, one section 
of the gilt market was talking 
about an early cut in interest 
rates, while another was push- 
ing the view that such a move 
would be unwise because of 
the longer-term implications 
for the economy. 

The two sets of views can- 
celled each other out, and 


UK gilts yields 

Restated at par (%) 
12.0 


11.5 


11.0 


10A 



10 years 20 30 

Souck Waibuy SocuriSM 


accordingly the market failed 
to show much movement dur- 
ing the week, with yields of 
short-dated gilts falling slightly 
and those for longer bonds ris- 
ing by a small amount. 

The yield for the benchmark 
Treasury 9 per cent bond 
maturing in 2008 closed on Fri- 
day night at 11.01 per cent, 
almost exactly the same 
as the previous week, while 
its price over the week 


fell by V4 to reach 84%. 

On the crucial question of 
inflation. Mr Major believes 
that the annual rate will drop 
to 5.5 per cent by the final 
quarter of 1991. 

That represents a fall by 
about half from the figure for 
last month, which is to be 
announced on Friday. 

The chancellor's prediction 
depends largely on inflation 
peaking at about 11 per cent in 
October and drifting down to 
about 7 per cent by March 1991, 
followed by an accelerated 
decline. 

This smooth glide-path could 
be easily upset by any number 
of outside forces, a war in the 
Gulf being an obvious one. 

However, what the gilt mar- 
ket is most worried about is 
whether the general pattern of 
inflation in 1992, which will be 
closely bound up with the 
chancellor’s handling of the 
economy next year, will show 
Britain entering a period of 
new turbulence. 

Peter Marsh 


GERMAN BONDS 

Bundesbank warning 


on unification costs 


THE SUMS are big and are 
getting bigger. In a week in 
which it emerged that next 
year's net German borrowing 
requirement could approach 
DM150bn <$100bn) and that this 
year's would be well over 
DMIOObn, the government 
bumped up its latest 10 -year 9 
per cent bond to DM17bn. 

So for, the cost of uniting 
Germany has been borne by 
the capital market with 
aplomb rather than panic. 
Domestic investors, who took 
most of the latest issue, are 
attracted by a coupon nearly 
three times the infla tion rate. 
Such a high real rate of inter- 
est is bolstered by the Bundes- 


bank's commitment to a tigh t 
monetary policy and a strong 
D-Mark, especially at a time 
when rates abroad are tending 
to ease. 

But while bond traders and 
institutional investors may 
still be taking events in their 
stride, leading Bundesbank 
officials have shown their 
impatience with Bonn, the 
Lander (states) and local coun- 
cils. From the central bank's 
president, Mr Karl Otto Pohl, 
downwards, the guardians of 
German monetary stability 
have warned about the need 
not only, to curb nan-vital 
spending, but also to find new 
sources of revenue. Otherwise, 
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they argue, tax increases will 
be hard to avoid. 

Their distaste for tax rises is 
economic not politi c al. Clearly, 
Chancellor Helmut Kohl and 
his conservative-liberal coali- 
tion are keen to avoid discus- 
sion of tax hikes ahead of the 
election next month. What con- 
cerns the central bankers, how- 
ever, is the dampening impact 
that such a move could have 
on the all-German economy, as 
the prosperous west gathers up 
the fragile new eastern Lander. 

Not all of the high unifica- 
tion costs can be met by the 
capital markets, responsive 
though these are, stressed Mr 
TTans Tietmeyer, one of Mr 
Pohl's fellow Bundesbank 
directors. He warned expecta- 
tions would have to be cut on 
all sides if a “massive'' and 
counter-productive tax 
increase were to be prevented. 
He directed his arguments at 
the Lander and local councils, 
also calling on public and pri- 
vate sector workers to be pre- 
pared to screw down their 
wage hopes. 

By moving into the area of 
pay talks, Mr Tietmeyer 
strayed into territory the 
Bundesbank usually enters 
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only with the utmost caution. 
His colleague, Mr H elmut 
Schlasinger, the deputy presi- 
dent, has called on Bon n an d 
the to consider privati- 

sation of state-held assets as a 
way of helping to meet hi gher 
budget costs. All three central 
bank directors agree that the 
11 west Gorman Lander must 
sh oulder a much bigger share 
of the financing burden for the 
five new eastern states if the 
bond market is not to be 
squeezed dry at a time when 
borrowing by private industry 
Is also set to rise. 

Eventually, the east German 
economy will recover suffi- 
ciently to alleviate worries 
over unity costs. Bat no-one 
knows when the turning point 
will come, how fast the 
improvement will be and what 
level of tax revenues the east 
will produce. 

Mr Schlesinger was con- 
cerned last week that too rapid 
a rate of borrowing could leave 
the public sector with such 
high interest payments that 
future budgetary scope would 
be constrained severely and 
the whole tax debate reignited. 

Andrew Fisher 


A FRESH cut in short-term US 
interest rates seems in pros- 
pect and may follow rapidly 
from this week's meeting of 
the Federal Reserve's policy- 
making Open Market Commit- 
tee. 

As recession evidence 
mounts. Wall Street is con- 
vinced the Fed will ease mone- 
tary policy more aggressively 
tha n it has recently and that 
another quarter of a percent- 
age point is coming off the Fed 
Funds rate in the next few 
WGsks. 

Much more convincing evi- 
dence of economic distress has 
piled up since the start of 
November, including very 
weak economic employment 
data for October. 

Until now, the Fed’s bias 
towards easing has been con- 
strained by concern that this 
does not aggravate the worry- 
ing infla tionary tendencies in 
the economy. But last Friday 
brought rather better news on 
this front, in the form of the 
October producer price figures. 

The headline index jumped 
by l.l per cent, higher than 
expected, because of rising oil 
prices. But, the "core” pro- 
ducer price index, which 
excludes energy and volatile 
food prices, was unchanged. 

This Friday will see the 
release of October’s broader 
consumer price Index, which 
includes services and imported 
goods and If this also suggests 
an abatement of inflation, it 
could provide a trigger for the 
Fed to ease, dropping Fed 
funds from 7.75 per cent to 750. 


US MnMEV MARKET RATES (%?_ 
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Money supply- In me woo* ended October 29. Ml b y 51 - 6bn to 582°^ 


Analy sts are looking for a 0-3 
per cent to 0.4 per cent nse in 
the CPI, excluding food and 
energy prices, on top of a 03 
per cent increase in September. 

Certainly, market activity 
over the past week has antici- 
pated quick Fed action and a 
substantial recession. Investors 
seeking to lock in current 
yields meant demand was 
strong at the biggest ever sale 
of Government bonds - the 
Treasury's three-day $34.25bn 
quarterly refunding. Two 
weeks ago the outlook for me 
auction was poor, with Middle 
East turmoil creating uncer- 
tainty, foreign buying interest 
waning and equivocal domestic 
economic indicators making 
Fed policy harder to read. 

In me event much clearer 
signs of recession and a flight 
to quality meant the Treasury 
was able to sell the package at 
yields about a quarter of a per- 
centage point lower than inves- 


tors would have demanded two 

to three weeks ago. 

But foreign interest was sub- 
dued. Some dealers reckon^ 
overseas buyers took about 20 
per cent of me long bond, sub- 
stantially less than they used 
to do and while they were tea 
as usual by Japanese institu- 
tions, some of the Tokyo 
houses may then have been 
rapid sellers. With relatively 
high real interest rates m 
Japan and a weak dollar, US 
Treasuries are currently not 
very attractive to them. 

Analysts at Salomon 
Brothers say there have been 
indications that overseas inves- 
tors may be returning to me 
US market, albeit on a smaller 
scale than before, with prelum- 
nary data showing foreign 
Investors added $14bn to their 
holdings of US Treasuries m 
me third quarter. 

Salomon’s suspicion is that 
the main buyers have been 
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countries such as SaogArato 
and the United Arab Emirates, 
2SU have political raisons to 
St the US market There 
te 1 ffito sign tf toa^d pri- 
vate investor enthusiasm. 

For the entire week, the 

bond markets saw a continu- 
es tussle between expecta- 
tions of Fed easing and Mtfdte 
East war fears which ended 

with the long bond gaining 

about % in P™*- 

yield to 8.62, while at the short 

She two-year Treasmyn^ 

slipped seven basis points to 
yield 7.59 per cent. 

With the market largely ois- 
co unring a. further 25 basis 
points off Fed funds, tbs (raw- 
Son is whether this will be 
enough to trigger a cut m the 
politically important prime 
rate, which largely determines 
the mortgage rate and has a 
powerful impact on consumer 
confidence, which is felling. 

The prime has been fixed at 
10 per cent since the start of 
the year and the financially 
pressed commercial banks will 
be reluctant to bring it down 
quickly. So movement here 

might require more than a 25 

basis point cut in Fed funds- 
Yet with some vocal anti-infla- 
tionary hawks on the Open 
Market Committee and war 
clouds gathering on the hori- 
zon, the Fed is likely to adopt 
an extremely cautious 
approach towards yet another 
cut before the end of the year. 

Martin Dickson 
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Hill Samuel Inc. initiated this transaction, acted 
as financial advisor to Courtaulds pic and 
assisted in arranging the consortium of Courtaulds pic, 
DSM Resins BV and The Valspar Corporation for the acquisition 
of the Industrial Coatings Division of DeSoto Inc. 
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Raytheon’s approach 
to ending a client’s 
waste management 
problems is to start 
at the beginning. 


During the last 20 years, Raytheon has 
quietly become a leader in the design and 
construction of laxge-scale pollution control 
systems. 

The business of protecting the envi- 
ronment has grown, currently increasing by 
billions of dollars each year So too, the 
environmental business of Raytheon’s Badger 
and United Engineers & Constructors 
subsidiaries has also grown. 

Solving Problems for Blue-Chip Clients 

Badger has established state-ofthe-art 
environmental control systems in numerous 
industries. Clients include BFGoodrich, 
General Electric Company, Dow Coming 
Corporation and Betro-Canada Inc 

Badger offers a unique approach to 
treating polluted materials. Instead of only 
dealing with waste as it comes out of a pipe. 
Badger treats the problem at the source, and 
as it moves through the entire process. 


Solving Air, Land and Water Problems 

Raytheon is solving some of the 
toughest aii; land and water problems on 
earth— including gasoline reformulation by 
refineries, nuclear waste management, 
waste-to-energy projects and disposal of 
hazardous industrial waste. 

For more information on Raytheon’s 
experience and capabilities in solving a 
company’s environmental problems, not just 
a single part of them, please write: Raytheon 
Company Q Towei; New Malden, Surrey 
KT3 4HH, England. Or Raytheon Company, 
141 Spring Street, Lexington, MA, USA 02171 



Badger's installation of pollution controls at BFGoodrictfs vinyl chloride 
plant at La Porte, Texas, effectively treats vent gas, organic liquids, heavy 
metals and contaminated water. 


Raytheon 

An established environmental team solving some of the toughest problems on earth. 
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SYNDICATED LOANS 


INTERNATIONAL BONDS -- 11 

Corporate treasurers face an increasingly hostile worm 

MT three-vear naner 


Nortel picks a poor 
time to seek funding 


NORTHERN Telecom of 
Canada will have to pay a pre- 
mium for bank cash to fund Us 
£L9bn acquisition of STC, the 

UK telec omm unin a tions equip- 
ment manufacturer, which was 
announced last Thursday. The 
company asked four banks to 
arrange Eifibn in financing for 
the takeover fast week. 

But Nortel could probably 
not have chosen a worse tune 
to visit the loans market as its 
bank lenders; Barclays, Citi- 
corp, Royal Bank of Canada 
and Toronto Dominion Bank, 
will no doubt have stressed. 

The cost of funding has risen 
substantially over the past few 
months and has probably not 
yet reached its peak. 

Added to this, the huge fund- 
ing requirements of the UK's 
soon-to-be- privatised electricity 
companies have left the mar- 
ket awash in sterling risk. 

Nortel will pay an interest 
rate of as much as 63.5 basis 
points over the London inter- 
bank offered rate for most of 
its money and will be charged 
75 basis points for Us longer 
term financing needs. 

The company's credit facility 
which has a maximum life of 
three years is divided into 
three tranches. 

Tranche A will provide a 
bridging loan of £650m until 
STC completes its announced 
sale of an 80 per cent stake in 
ICL, the UK's largest computer 
manufacturer, to Fujitsu of 
Japan. The sale, which is 
worth £742.8m. is due to be 
completed on November 30. 

Tranche A will have a maxi- 
mum life of 364 days and will 
cost 62.5 basis points. 

Tranche B is a loan for 
£450m and will run for two 
years costing GL5 baas points 
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until Tranche A fa repaid when 
the rate win drop to SO basis 
points. 

The final part of the deal fa a 
three-year revolving credit 
facility for £50Gm which will 
cost 75 basis points until 
Tranche A fa repaid when it 
will cost 62Ja basis points, drop- 
ping to SO basis points when 
Tranche B fa repaid. 

Although Nortel fa a high- 
quality borrower, the banks 
involved in the deal are keen 
to ensure it is a success and 
believe they have pitched the 
pricing of the loan at a level to 
attract other lenders in general 
syndication. 

The arrangers will now be 
looking for a group of sub-un- 
derwriting banks to commit 
around £10Qm in funds each to 
the (teal. Once the sub-under- 
writers have been gathered 
together, the deal will be 
released into general syndica- 
tion. 

Moody's said on Friday it 
had put $560m of Nortel's debt 
under review for a possible 
downgrade. The debt under 
review includes Nortel's notes 
and Euronotes, Eurobonds and 
bonds issued in the US under 
its shelf registration, which 
currently cany a rating of Aa3. 

The rating agency said it 
would focus on how quickly 
Nortel could reduce debt 
related to the purchase of the 
shares and will examine the 
potential benefits of combining 
the two companies. 

• A loan understood to be in 
the market for the Mirror 
Group reflects banks' failin g* 
on the current state of the 
media market since the £360m 
facility pays an interest rate of 
62.5 basis points over Libor. 
Credit Lyonnais and Lloyds are 
reported to be arran g in g the 
loan, but both declined to com- 
ment on the deaL 

• Citicorp announced the 
closing of -its loan for the DK 
interests of Elf Aquitaine, the 
French oil group. 

The deal ended up being 
oversubscribed by £l50m to 
£85Gm after it was re-priced. 
Barclays said its 3700m 
financing for Oil Insurance 
closed. 

• Energie Beheer Nederland, 
the Dutch state-owned energy 
company, mandated Swiss 
Bank to arrange a S800m Euro 
Commercial Paper programme. 


THE INTERNATIONAL bond 
market must look an ever 
more hostile place to corporate 
treasurers. Supranational and 
sovereign issuers, always prev- 
alent in the market, dominate 
new issuance more than ever. 

In part this reflects a 
long-term trend. The market 
has always been sensitive to 


corporate credit quality, an 
outlook which has been accen- 


outlook which has been accen- 
tuated by unhappy experiences 
with corporate defaults and 
event risk. 

The problem has deepened in 
the past two months, as por- 
tents of economic doom have 
grown. Corporate bond 
defaults in the US are running 
at record levels. So far this 
year, more than gllbn of pub- 
licly issued corporate paper 
has gone into default, more 
than in any other ftifl year — 
including 1987, which included 
the technical Hpfinijt on $7bn of 
bonds by Texaco. 

Failures of high-profile, 
highly geared companies such 
as British & Commonwealth 
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and Folly Feck bring the bare 
statistics close to home. 

Moreover, deterioration in 
credit quality fa not restricted 
to leveraged credits. The slow- 
down has been biting at some 
of the corporate mainstays of 
the international bond mar- 
kets, including Ford Motor, 
which bad its long-term rating 
on $45bn of outstanding debt 
cut to Aa3 from Aa2 by 
Moody's Investors Service. 

But, there fa another reason 
for the problems experienced 
by would-be corporate borrow- 
ers; banks have changed their 
buying behaviour. MindfUl of 
capital adequacy ratios, banks 
are shying away from corpo- 
rate paper and concentrating 
their portfolio holdings In 
sovereign issues. 

Under Basle capital ratio 
guidelines, holdings of debt 
securities issued by corpora- 
tions cany a 100 per coat risk 
wei ghting , forcing hwntni tO set 
aside capital equivalent to 8 
per cent of the holding. But, 
debt Issued by supranational 


borrowers carries just a 20 per 
cent risk weighting. Bonds 
issued by sovereign borrowers 
among the industrialised coun- 
tries cany no risk weighting at 
all and do not have to be 
Twatr.hgri by underlying c?pHal. 

Hence, banks are increas- 
ingly buying sovereign and 
supranational debt but shying 
away from corporate debt, 
even Triple- A rated corporate 
debt. Syndicate managers sug- 
gest some Japanese banks are 
considering wholesale disposal 
of corporate debt securities. 
They are said to be making 
best use of valuable capital by 
selling corporate bonds in the 
secondary market and switch- 
ing into more capital-efficient 
holdings of sovereign paper. As 
a result, the extra yields now 
being offered on corporate 
paper offers no incentive for 
the banks to buy. 

The pull-back of bank buyers 
has, however, spurred the issu- 
ance of corporate securities 
which are more attractive 
assets. For example, several 


French companies are cur- 
rently raising subordinated 
capital by issuing repackaged 
perpetual floating rate notes. 
The notes are issued via a spe- 
cial trust, which is managed by 
the arranger. The trust invests 
25 per cent of the proceeds in 
zero-coupon bonds, usually US 
Treasury notes, on which 
redemption payments of the 
remaining 75 per cent are 

S6C1JX€CL 

In addition to the tax and 
accounting advantages to the 
companies, the repackaged per- 
petuate are an attractive asset 
for bank buyers. The instru- 
ments carry a 20 per cent risk 
weighting on the portion 
secured by the zero-coupon 
bonds, against 100 per cent on 
ordinary unsecured corporate 
debt 

The structure is unlikely to 
be open to the capital-hungry 
banks themselves. The bank- 
ing regulators have already 
ruled that such instruments 
can only be counted as Tier H 
capital, even tbough compa- 


nies account for it as 
Moreover, secured debt 
instruments issued by a lank 
carry a I00 per cent risk 
weighting on the books of 
another bank. Hence repack- 
aged perpetual floating-rate 
notes issued by banks are 
unlikely to be marketable. 

However, such structured 
securities are no solution to 
the funding difficulties of com- 
panies or banks in the interna- 
tional bond market 
The picture fa acute in the 
Euro-dollar sector, where 
demand, for dollardenominated. 
assets has virtually dried up. 
The spread on Ford Motors 
j2S0m 10-year issue, launched 
in July has widened from 90 
basis points over US Trea- 
suries to 185 bass points. In 
contrast, the spread on 10-year 
paper issued by the Republic of 
Italy Has widened from 53 basis 
points to 67 basis points over a 
similar period. „ 

At the shorter end of the 
yield curve, the trend is less 
in i-png^ but still noticeable. For 


General Motors has widened 
from 90 basis points -to 115 
basis points over US Trea- 
suries. By contrast, ths Repub- 
He of France’s three-year paper 
has widened from 45 basis 
point* to just 55 basis points. 

Not all of this shift can be 
attributed to banks retreating 
from corporate paper. Analysts 
dte the weakne ss of the dollar 
ppri upward pressure on yields 
In competitive mar kets as> ea- 
sons for investors to switch out 
of dollar paper per se. 

Also, there fa a rare consen- 
sus wmnng economists that the 
dollar is doe for a period of 
prolonged further weakness. 
The magnitude of the fall Is 
the focus for debate, with pre- 
dictions for the yen/ dollar 
exchange rate ranging from 
Y1G5 to Y115 by the year end, 
from the current Y13Q leveL 
Hence there are far fewer buy- 
ers of dollar paper at current 
levels outride the US. 
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ON WEDNESDAY the CBI wifi 
throw its weight behind the 
use of alternative dispute reso- 
lution (ADR) In the UK as a 
means of achieving better com- 
mercial solutions to domestic 
and international business dis- 
putes when it hosts the official 
launch of the Goitre for Dis- 
pute Resolution (CEDR). 

CEDR, a non-profit-making 
organisation supported by 
industry and professional 
advisers set up to promote and 
encourage the use of ADR, is 
the brainchild of Ms Eileen 
Carroll, a solicitor and litiga- 
tion partner in the London law 
firm Turner Kenneth Brown. 

Two years ago she spent six 
months working in San Fran- 
cisco, with Thelen Martin 
Johnson and B ridge s (now 
associated with TKB) where 
she got some firsthand experi- 
ence of ADR techniques. She 
returned to London convinced 
of the benefits ADR had to 
offer to UK businesses by 
focusing on the quality of set- 
tlements and providing earlier 
and more creative solutions to 
commercial disputes than 
those achieved by last-minute 
settlements. 

ADR has been widely used 
for many years In the Pacific 
Rim, particularly in Japan. It 
began to develop in the US in 
the mid 1970s, when concern 
over the "pathology of litiga- 
tion” within American society 
was at its highest 

A number of companies’ law- 
yers in US industry got 
together to form the Centre for 
Public Resources, a non-profit- 
making organisation (on which 
CEDR is modelled) dedicated to 
promoting private resolution of 
disputes without resort to the 
unwieldy, expensive and ineffi- 
cient US litigation system. 

The centre now boasts a 
membership of more than 350 
companies, almost half of 
which are included in the For- 
tune 500. In 1388, G1 leading US 
corporations saved an esti- 
mated $49m (£2L9m) in legal 
costs by employing ADR tech- 
niques. 

ADR has proved popular 
with industry, largely because 
it enables a settlement of com- 
mercial disputes without 
destroying con tinuing business 
relationships. The successful 
resolution by mediriion of a 
four-year dispute between IBM 
and Fujitsu concerning copy- 
right infringement of IBM soft- 
ware led Fujitsu to say 


recently: The solution of these 
disputes fulfils Fujitsu's desire 
to have rivalry with IBM 
returned to its natural and 
appropriate arena - the 
ma rketplace." 

The resolution included not 
only an agreed arbitration 
award dealing with Fujitsu's 
past use of IBM software but 
also a framework for the reso- 
lution of outstanding issues 
and future disagreements. It 
included the creation of a 
secured facility to review new 
software before public release 
with a view to resolving any 
disputes before it was mar- 
keted. 

ADR techniques rely very 
much on retaining the parties’ 
involvement in shaping the 
solution. They are private, vol- 
untary and non-binding. 

There are many different 
forms of ADR. but the most 
common in the US - and the 
techniques most likely to be 
adopted here - are mediation 
and the mini- trial. 

The mini-trial usually com- 
prises a short presentation of 


the Issues by each party’s 
house lawyer in front or senior 
executives from each side who 
are preferably unconnected 
with the actual dispute. 

Normally tt takes place in 
tiie presence of a neutral chair- 
man, frequently a lawyer 
respected by both sides as an 
expert in the relevant flaM. 

After presentation of the 
issues, the executives retire 
and try to negotiate a settle- 
ment. If they fail, the chairman 
may be asked for his views as 
to the likely outcome of any 
ensuing litigation, after which 
the executives may make 
another attempt at settlement 

U they agree, the terms of 
the settlement are then incor- 
porated into a written docu- 
ment which is enforceable 
under ordinary contract law. I£ 
however, after a set period (a 
week or 10 days) no settlement 
has been reached, the ADR is 
deemed to have foiled and 
either litigation or arbitration 
generally follows. 

A number of significant com- 
mercial disputes have been set- 
tled by mini-trial in the US 
over the past 10 years, among 
them Bolden's $200m trust suit 
a gainst Texaco and American 
Can's $4lm suit for breach of 
contract against Wisconsin 
Electrical Power. 

Mediation fa again a private 
and voluntary process but ft 


can be considerably less formal 
th an the mmi-triaL The par- 
ties, generally with the help of 
their lawyers, select a neutral 
to assist them in reaching an 
acceptable agreement 
The qualifications of the 
neutral will depend on the 
nature of the dispute. Da some 
cases it will be best to have a 
tec hn ical expert in the area 
under dispute, in others a law- 
yer. 

The parties will generally 
first meet the mediator to dis- 
cuss and define the issue to be 
resolved. They then make an 
informal presentation of their 
cases in a joint session, which 
fa followed by a series of “cau- 
cuses" or open and frank dis- 
cussions about the merits and 
demerits of each party’s case. 

The mediator’s role fa to per- 
suade them to focus on their 
underlying interests and con- 
cerns and move away from 
fixed positions that often cloud 
the real issues. “It is his func- 
tion to act as the facilitator or 
honest broker,” says Ms Gar- 
rolL 

Mediation has been used 
with increasing success in the 
US in recent years, most 
recently in the asbestos litiga- 
tion which fa sweeping Amer- 
ica, where the defence costs 
alone are put at $30bn. 

Is ADR suitable Cor the UK 
with its very different and less 
costly litigation system? Ms 
CareoR says yes. The US and 
UK litigation systems have 
common features, she argues. 

Four our of five cases settle, 
albeit late in the trial process; 
there fa the same uncertainty 
as to the result and the possi- 
bility of appeal; delays are the 
same, as is the drain on execu- 
tive time. There is the same 
unpredictability about costs. 
The parties lose control over 
their dispute and there fa 
always the same possibility 
with litigation that the com- 
mercial relationship will be 
destroyed. 

Even so, ADR win not be 
suitable in all cases, according 
to Dr Karl Madde, the Notting- 
ham University law lecturer 
who will be the first chief exec- 
utive of CEDR. 

Parties and their lawyers 
should at least consider ADR 
in any case which they know 
does not need to be tried and 
will probably settle; he says. 
But in cases where you know 
you will not negotiate, then 
ADR will not be suitable. It 


will not be suitable where 
there fa a novel or difficult 
point of law involved which 
needs a court rufin& 

The launch of CEDR does 
not signal the dawn of ADR in 
the UK. US attorney Richard 
Schififer has been running a 
commercial mediation service 
in the UK through his com- 
pany IDR Europe for 18 months 
now with some considerable 
success. 

IDR Europe offers mediation 
services in the areas of high 
technology, insurance, con- 
struction, shipping, and con- 
sumer affairs. Its mother com- 
pany, US Arbitration and 
Mediation, fa the largest pri- 
vate mediation company in the 
world and handled 3,400 crags 
last year. 

The company must take 
much of the credit for awaken- 
ing interest in ADR in the UK. 
Mr Schiffer believes there are 
v ery few disputes that are not 
suitable for mediation, and the 
cost advantages speak for 
themselves. 

The cost of one day’s media- 
tion with IDR is only £1,250 
and the company does not 
expect any mediation to cost 
more than £2,000. In the US, 
four fifths of all cases that go 
to mediation settle on the first 
day and a further one in ten 
within a month of opening 
talks, he says. 

The arrival of CEDR is nev- 
ertheless significant, largely 
because of the dose involve- 
ment of industry right from 
the start. Among its founder 
mem bers are American « 
Express Bank, Balfour Beatty, 
BAT Industries, Beazer, Coo- 
per Group, Costain Group. Dig- 
ital Equipment, Grand Metro- 
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politan. Ford of Europe. 
Guardian Royal Exchflnse. ICL 


Guardian Royal Exchange, ICL 
S mi t hs Industries and Trafal- 
gar House Construction, plus a 
upzen of the leading commer- 
cial law firms and four of the 
leading accountancy firms. 

If those businesses can be 
Persuaded to include as stan- 
dard in their commercial coo* 
tracts clauses specifying that 
disputes should, where possi- 
pte. be settled by ADR, then 
the future of mediation and 
mini-trials as a significant 
force in the resolution of com- 
mercial disputes seems 
assured. 

. As Victor Hugo said: “An 
invasion of armies c* n be 
ffstoted. but not an idea whose 
wnie has come.” 
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The Kuwait crisis, 
the international 
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*1 response and the 


*| violent effect on oil 




basin. But they also demonstrate 
the industry's resilience in being 
able to carry on business as usual. 
Steven Butler reports 


Cool nerves 
in a crisis 


THE international oil industry 
has once again been tossed 
into turmoil by a severe politi- 
cal crisis in the Gulf. Oil prices 
began to rochet the moment 
Iraqi troops were reported to 
have crossed the border into 
Kuwait They doubled inside a 
few weeks and have remained 
exceptionally volatile. 

The world's refining system 
has been exposed as Inade- 
quate. With the loss of the 
sophisticated equipment in 
Kuwait's refinery, the industry 
is having difficulty processing 
heavy crude oils into the ligh- 
ter products that are in 
demand. Prices for jet fuel and 
the chemical feedstock naph- 
tha have risen to a point where 
the aviation and petrochemi- 
cals industries are in serious 
trouble. 

The Paris-based Interna- 
tional Energy Agency held a 
series of emergency meetings 
to monitor the adequacy of 
world oil supplies following the 
sudden removal of 4 Jim barrels 
a day of Iraqi and Kuwaiti oil 
from world markets. Yet amid 
reassuring talk about the ade- 
quacy of crude oil supplies 
there was much handwringing 
and a feeling of intense help- 
lessness because the world had 
never thought to prepare [or a 
shortage of refining capacity. 


Oil companies have faoed a 
barrage of criticism that they 
profiteered from the crisis with 
each rise in petrol pump 
prices. Yet the public sbed no 
tears when third-quarter 
results finally came in and 
showed that Big Oil was not 
doing so well after all. Many of 
the integrated oil companies 
faced losses in refining and 
marketing that more than off- 
set the gains from selling oil 
that they produced. Under pub- 
lic pressure, and in a highly 
competitive market place, oil 
companies proved unable to 
pass through price increases to 
consumers. 

Finally, there was no lack of 
scornful words for the wild 
gyrations of the market itself. 
In the US a public outcry was 
raised over greed in the riotous 
futures trading pits of the New 
York Mercantile Exchange, 
while the public had no choice 
but to pay more at the pump. 
The swift run-up of oil prices 
was blamed on “speculators”. 

It is plainly too much of an 
exaggeration to call this busi- 
ness as usual, yet Iraq's inva- 
sion of Kuwait is certainly not 
the first, nor the most severe 
crisis faced by the interna- 
tional oil industry. 

Indeed many in the oil indus- 
try have pointedly refused to - 




Study in contrasts at the International Petroleum Exchange In London as oil prices seesaw 
during the Gulf crisis. The mood varies according to the news from the Middle East 
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call the event in the Gulf an oil 
crisis, precisely because crude 
oil supplies have proved plenti- 
ful. Iraqi and Kuwaiti exports 
were rapidly replaced by 
increased production from 
Saudi Arabia, the United Arab 
Emirates and Venezuela, as 
expected. 

But countries as far afield as 
Iran and Mexico have manage d 
to squeeze out more production 
than had been thought possi- 
ble. As a result the world is set 
to make it through the winter 
months with ample oil supplies 


- provided the weather coop- 
erates. production machinery 
holds up and there are no fur- 
ther disruptions to Gulf sup- 
plies. 

The biggest casualty of the 
crisis ought to have been the 
Kuwait Petroleum Corporation. 
The KPC lost Us entire crude 
oil production, crude oil supply 
to its extensive overseas 
operations, and the core of its 
refining capacity. Yet the 
board of the KPC escaped from 
Kuwait and Is continuing to 
manage the overseas operation 


from London. After some 
weeks of complex legal man- 
oeuvring aimed at unfreezing 
assets in different countries, 
the business appears to have 
returned to normal, with crude 
supplies coming mainly from 
Saudi Arabia and the United 
Arab Emirates. 

The KPC, like the rest of the 
oil industry, expects crisis con- 
ditions to be a passing phe- 
nomenon. Although no-one 
predicted events in the Gulf, 
the oil industry knew of the 
potential for trouble there. The 
fact rim* it has come swiftly 
and severely has not led to any 
rethinking of strategic direc- 
tion. “We keep cooL I am abso- 
lutely alert Yet today we do 
not say the 1990s will be basi- 
cally different from what we 
had expected," says a senior 
executive of a large European 
oil company. 

The oil industry has spent 
most of the past five years 
screwing down costs through- 
out the business. This proved 
to be a relatively easy task 
when oil companies cut capital 
spending deeply following the 
ail price collapse of 1986. Away 
from the high-technology end 
of the business, basic service 
and supply companies were 
forced to cut prices as demand 
withered- - 


Capital spending for oil 
exploration and production is 
still significantly below levels 
hit before 1986. Petrocom pan- 
ics, the data services company, 
calculates the worldwide 
upstream capital expenditures 
of 20 large oil companies at 
$3l2bn last year, compared to 
$38.2bn in 1985. 

This is nonetheless far more 
than the $24 .4 bn spent in 1987, 
and signs are that capital 
expenditures, on both explora- 
tion and production, are set to 
continue rising. 

It is likely to be boosted far- 
ther should oil prices remain 
high, although most of the 
large companies will persist 
with policies of maintaining a 
steady, consistent programme 
that is blind to short-term fluc- 
tuations. 

Although spending in the US 
is Tailing steadily, the US com- 
panies, which continue to dom- 
inate the industry, are looking 
farther afield. Eastern Europe 
and the Soviet Union represent 
uncharted territory where joint 
ventures are being patched 
together with amazing rapid- 
ity. 

Foreign oil company explora- 
tion in coastal Vietnamese 
waters is now under way, 
although US companies are 
-still barred from participating 


by the US government 

Venezuela has accepted for- 
eign equity participation in a 
S3bn natural gas project, in 
which Shell, Exxon, and Mitsu- 
bishi are to be offered a 68 per 
cent stake. 

The project marks an impor- 
tant political change in a coun- 
try where strong nationalism 
would have prevented such for- 
eign direct participation. 

The oil industry is betting 
Venezuela and other countries 
are setting a new trend - that 
growing realism and pragma- 
tism in the resource-rich coun- 
tries will lead to new forms of 
commercial agreements that 
will bring in the technology, 
capital, and marketing 
resources of the oil companies 
on mutually beneficial terms. 

In refining and marketing, 
the oil companies face even 
bigger hurdles. Huge invest- 
ments will be required - up to 
$16bn by the end of the century 
in Europe and America, 
according to consultants 
Arthur D Little - to upgrade 
refineries to meet the demand 
for cleaner, chemically lighter 
fuels, and the requirements of 
clean air legislation. These are 
high risk investments, how- 
ever. 

The precise levels of sulphur 
which will be allowed in fuels 


is uncertain, yet equipment 
installed today will be expected 
to operate for many years. 

Refineries also have a poor 
record earning money. 
Although they have done well 
for most of this year, the Gulf 
crisis has plunged most of 
them into the red. Because of 
environmental considerations, 
governments are likely eventu- 
ally to enact legislation that 
will curb oil consumption. But 
the uncertain effect of these 
policies makes the demand pro- 
jections that support large 
investment a nightmare. The 
stakes and the high risks are 
likely to make the refining 
industry increasingly hostile to 
small, independent operators. 

The industry has been put 
on the defensive by environ- 
mental disasters such as the 
Exxon Valdez, and by the 
inability to allay suspicion that 
Big Oil exploits the public, dur- 
ing crisis or otherwise. Govern- 
ments look certain to become 
more active in the years ahead 
setting policies that directly 
affect oil industry operation. 
Perhaps the greatest danger of 
all facing the industry is that 
unless it can improve its public 
credibility, it will not be able 
to influence the direction these 
policies take. 



An outline of the Scott field on the same scale as central London. 


The name that is developing 
the biggest North Sea oilfield of 
the 1990 s may come as a surprise 


When you aim to be the 
best, you set yourself ambitious 
targets. With a track record like 
ours, you have a lot to live up to. 

The success fill develop- 
ment of the Ivanhoc and Rob 
Roy fields put Amerada Hess 
Limited firmly on the map as a 
North Sea operator. These two 
fields are producing a 
valuable 62,000 barrels 



And there’s more. 

By the mid 1990s, the Scott field 
alone wfll be supplying around 
10% of the UK's oil, and at the 
same time making a major con- 
tribution to the UK economy. 

With safety of paramount 
importance and excellence the 
keynote to everything we do, 
aiming to be the best has 
made us the fastest growing 
force in the UK North Sea. 


of oil per day for the UK 

RMERHDR HESS LIMITED 


i Stephen Street, London W1P 2PL. Telephone 071-636 7766 
Scott House. Hare ness Rd. Aliens, Aberdeen ABJ 4LL. Telephone 0224 243000 


Your pipeline 
insurance^! 
policyBH 



extended 
llif e cover 


F or any oil or gas pipeline operator the consequences of pipeline 
failure can be cat as tr o phic. Environmental damage, legal costs, 
compensation and delivery penalties will all hit hard. 

The British Gas advanced on-fine inspection service helps prevent 
such dangers by enabling operators to adopt a truly cost effective 
pipeline maintenance programme. 

Corrosion and metal loss features are identified with a high and 
consistent standard of accuracy, allowing their significance to be 
evaluated quickly and enabling remedial action to be determined 
without further excavation or expensive diver intervention. 

As a result, pipeline condition can be maintained and operational 
fife extended — secure in the knowledge that integrity remains intact. 


A British Gas r 

& & 

W ^ ON LINE INSPECTION CENTRE 

f f«l l»H 

British Gas On Line Inspection Centre, Cramlington, Northumberland NE23 9EQ. Tel: (0670) 713401. Telex.- 537945. Fax: 0670 735893. 
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Oil price 


$ per barrel 


Saudi Arabian 



Steven Butler assesses the future of prices 

Gulf crisis compounds 
the uncertainty 


ONE OF the more remarkable 
achievements of President Sad- 
dam Hussein is that he has 
made oil at (25 a barrel - 
Iraq's proposed target price at 
the meeting of the Organisa- 
tion of Petroleum Exporting 
Countries in August - look 
cheap. 

This situation is unlikely to 
persist for very long. Yet the 
Gulf crisis has raised many 
fundamental questions about 
the future of oU prices because 
so many variables affecting 
prices have become uncertain. 

Before Iraq’s invasion of 
Kuwait, most oil experts expec- 
ted prices to climb gradually in 
real terms during the decade. 
Worldwide oil demand had 
been growing by about lm bar- 
rels a day each year, and was 
expected to continue at 
roughly the same pace. Oil pro- 
duction outside Opec would at 
best remain stable. This would 
leave Opec, and particularly 
the live big Gulf producers - 
Saudi Arabia, Kuwait, the 
United Arab Emirates, Iraq 
and Iran - to fill the gap. As 
the world became increasingly 
dependent on Middle East 
exports, the reasoning went, 
prices would rise. 

An important dissenter from 
this view was the Royal Dutch/ 
Shell group. Although Shell 
prepares scenarios that project 
both high and low oil price 
developments, statements by 
Shell executives clearly 
reflected a more bearish view 
of prices, in which environ- 
mental pressures would help to 
reduce demand while cheap, 
incremental production capac- 
ity would be forthcoming in 
the Middle East. 

Future prices could be 
affected by several factors: 

■ Opec. Opec reacted to the 
crisis with political deftness. 
After just a few weeks of politi- 
cal bargaining, a majority of 
Opec members met and agreed 
to suspend production quotas. 


thus allowing all Opec mem- 
bers to produce up to capacity 
and preserving the cartel’s 
integrity. Assuming Iraq is 
eventually defeated, the back 
of the price hawks within Opec 
will have been broken. On the 
other hand, a number of Opec 
ministers privately say that 
Iraq's desperate act of invading 
Kuwait showed that the 
wealthy Opec members had to 
pay more attention to the 
Opec members’ interests. 


Before Iraq’s Invasion 
of Kuwait, most 
experts expected 
prices to climb 
gradually in real 
terms during the 
decade 


may eventually mean more 
production restraint 
Even so. Kuwait’s oil minis- 
ter, Mr Rashid Al-Ameeri, 
would not guarantee at a con- 
ference in London that Kuwait 
would stay within its Opec 
quota after the crisis. Kuwait 
would need to maximise pro- 
duction and revenues to 
rebuild the country. Zh effect it 
appears that Opec after the cri- 
sis may not be very different 
from Opec before the crisis. Its 
actions will be the result of the 
complex and ever-changing 
political and economic inter- 
ests of its members. 

■ Production capacity. Having 
mined at least a quarter of 
Kuwait's oB wells, Iraq Is in 
position to cut Kuwait’s pro- 
duction capacity for years to 
come. Saudi Arabia, on the 
other hand, is moving forward 
with a programme to lift pro- 
duction capacity from about 
8m b/d to 10m b/d in three 
years, although it faces con- 
straints looking for the trained 
manpower to achieve this. It is 


possible to draw up widely dif- 
ferent, but wholly plausible 
medium- to long-term produc- 
tion capacity scenarios. How- 
ever, some analysts believe 
that the price rise caused by 
the Gulf crisis could encourage 
more Investment in production 
facilities in the short run, 
while any capacity knocked 
oat in an eventual war would 
eventually be replaced. This 
would leave the world in, say, 
five years' time with more 
capacity than would otherwise 
have been the case. 

■ Demand: Demand can only 
be restrained by today’s high 
prices, not stoked. The slow- 
down in the US economy will 
have the same effect In the 
longer term, today’s high 
prices seem likely to encourage 
investment in more energy effi- 
cient industrial equipment and 
in consumer durables. The cri- 
sis could also spur efforts by 
imparting countries, particu- 
larly the US, to restrain oril 
consumption in order to reduce 
dependence on imports. 

On the other hand, many 
analysts point out that scope 
for energy savings is much less 
than before because the indus- 
trialised economies are so 
much more energy efficient 
than they were previously. If 
past experience la any guide, 
developing countries will be 
unable significantly to curb the 
growth in oil demand unless 
their economies grow more 
slowly. 

On balance, the Gulf crisis 
appears to Imply that prices 
would be lower than they oth- 
erwise would have been later 
in the 1990s because of more 
supply and lower demand. Yet 
the arguments are hardly con- 
clusive. Given the uncertain- 
ties over future oil prices 
before the crisis, it is a brave 
man who would bet everything 
on where oil prices are headed 
when the uncertainties have 
only increased. 


THE 1990 Gulf crisis has been 
the first real test of modem- 
style oil markets, in which oil 
is traded as a commodity in a 
manner not very different in 
principle from cocoa or wheat 
They have already failed the 
test In some eyes, hut the 
debate (and, of course, the cri- 
sis) is far from over yet. 

The oil markets have come 
in for a h ashing from political 
leaders upset over wild fluctua- 
tions in oil prices. And there 
have been at least private dis- 
cussions among political lead- 
ers over whether futures mar- 
kets ought to be closed to put a 
lid on speculation and reduce 
price volatility. The Gulf crisis 
and high volatility has been 
good for the International 
Petroleum Exchange in Lon- 
don and the New York Mercan- 
tile Exchange, where trading 
volumes have soared for crude 
oil and refined product futures 
contracts. 

Yet the exchanges have so 
far argued successfully that 
they are not responsible for 
high and volatile prices, but 
merely reflect the forces of 


The markets have come in for a bashing 


Testing times ahead 


supply and demand. The 
Nymex, for example, has cited 
figures showing that more 
than 90 per cent of open inter- 
ests - positions which remain 
open after the market closes - 
are held by companies in the 
oil business presumably for the 
purpose of commercial hedg- 
ing, not speculation. In any 
case, the rapid swings of oU 
prices illustrate how a specula- 
tive short or long position can 
quickly come to griet The IPE 
has pointed out that the cash 
market price for Brent oil has 
during much of the crisis been 
higher than the futures market 
price, indicating that it is not 
speculation in futures that is 
driving the market 
While outsiders have sus- 
pected something might he 
wrong with the market, the 


industry itself has by and large 
congratulated itself that it has 
coped with the crisis effi- 
ciently. Unlike earlier oil mar- 
ket crises, when only a small 
proportion of prices were deter- 
mined in the spot market, now 
nearly all oil changes hands at 
spot market prices. 

Prices have been extremely 
volatile, as the fear of war rises 
and falls. Yet traders have pat- 
ted themselves on the back 
that “shortages ”, in the form of 
petrol queues and the like, 
have not materialised and that 
oil is being delivered where 
needed. This is no mean feat, 
given the dislocation to world 
trade caused by the sudden 
removal of 4.3m b/d of Kuwaiti 
and Iraqi exports, gradually 
replaced from different sources 
by different quality oil. 


A dissenting view was 
expressed by Mr Paid HorsneU 
o^the Oxford Institute tor 
Energy Studies, who described 
whit he calls the disintegra- 
tion of world oil markets and^a 
“spectacular" collapse of arbi- 
trage between different mar- 
kets. The evidence is the wide 
nrice differentials that emerged 
during the crisis between 
crude oil and refined products. 
differentials which would nor- 
mally have disappeared as 
traders moved cargoes between 
regions to take advantage or 
higher prices. The failure of 
prices to equalise appeared, to 
indicate that some oil compa- 
nies were in effect hoarding oil 
and not responding to normal 
price signals. 

Traders agree that the mar- 
ket was subject to severe dislo- 


cation that threw traditional 
price relationships out of align- 
ment. However, many believe 
most of the dislocations ; tave 
been ironed out. North Sea 
Brent crude, for ex amp le, seH- 
in K at a premium to the US 
benchmark, West Texas Inter- 
mediate, in Septemter. had 
fallen back by 1 mid-October and 
was selling at its usual dis- 
count The steep premium for 
prompt deliveries of oil, a pod 
indication of a physical short- 
age and panic baying, has also 
dropped sharply. 

The short-term market reac- 
tion was severe In part because 
a class of buyers who depended 
on Iraqi and Kuwaiti exports 
suddenly found themselves 
without supply and were des- 
perate to find replacements. By 
mid-October distressed buyers 
bad evidently left the market 

The postmortem over the 
market’s behaviour during the 
first months of the crisis win 
continue and there are likely 
to be surprises ahead as events 
in the Gulf unfold- 


Steven Butler 


Spotlight falls on International Energy Agency 

A do-nothing stance 


AFTER a decade in which most 
pqople forgot the International 
Energy Agency even existed, 
the LEA has suddenly been, 
tossed into the spotlight as the 
only western agency equipped 
to deal with a crisis in oil mar- 
kets. 

The IEA’s 21 members have 
between them more than Ibn 
barrels of strategic oil reserves 
which could he released to the 
market during a crisis. The 
TKA governing board also has 
tiie authority to order immedi- 
ate measures to restrain con- 
sumption in the event of a 
shortfall. 

However, In spite of the 
climb in prices to more than 
(40 a barrel, the IEA has 
insisted that oil markets are 
well supplied with crude and it 
need do nothing other than 
stay well prepared to act 
should the situation deterio- 
rate. 

This apparent “do-nothing” 
stance has brought criticism 
from oil exporters in the 
Organisation of Petroleum 
Exporting Countries, as well as 
commentators who argue that 
the IEA should seek to stem 
the economic damage caused 
by high prices. 

The ISA was established in 
1974 to co-ordinate a western 
response to the 1973 crisis, or, 
to put it more crudely, to bust 
Opec. It is a sign of the times 
that France, which originally 
refused to join, has now 
applied for membership. 

A more striking, and richly 
ironic, sign of the new era was 
a call by one of Opec’s radical 
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state’s, Iran, for a joint meet- 
ing between Opec and the IEA 
in which an increase in Opec 
output would be traded for an 
IEA release of stocks. 

Mrs Helga Steeg, the IEA 
executive director, immedi- 
ately rejected the call as 
impractical, both politically 
and economically. Mrs Steeg 
was correct The IEA operates 
within a strict legal framework 
that limits how it can respond 
to developments in the mar- 
kets and there is no apparent 
scope for this to be negotiated 
with non-IE A organisations. 

The IEA’s biggest weapon is 
the oil sharing agreement acti- 
vated by a 7 per cent fall in 
supplies to individual members 
or to the group as a whole. 
This triggers a mandatory 
pooling of oil resources and a 
reallocation according to 
which countries have fallen 
short. The present crisis, how- 
ever, has led to at most a net 2 
per cent fell in supplies, as 
most Kuwaiti and Iraqi exports 


have been made up. Conse- 
quently the IEA’s biggest gun 
is still in the holster. Nonethe- 
less the markets have pan- 
icked, and the IEA may still 
wish to take action by releas- 
ing strategic stocks or 
restraining demand. 

A newcomer would be for- 
given for supposing that the 
IEA is merely a department of 
the German government Mrs 
Steeg is a former Federal 
Republic economic official, and 
Mr Ulrich Engelmann, chair- 
man of the governing board, is 
a German government official. 

With forcible and consistent 
logic both have argued against 
any attempt by the IEA to 
intervene in oil markets except 
to counter a physical shortfall 
in oil. They say present high 
prices are caused by fear of 
war, and that the IEA has no 
business intervening to 
counter market psychology. 
Mrs Steeg argues further that 
any attempt to set up a buffer 
stock to stabilise the market 



Helga Steeg: rejected Opec’s 
call as Impractical 

would follow other commodity 
agreements down the path of 
failure. Critics have argued 
that a shortage of oil is sig- 
nalled precisely by a rise in 
prices and that no physical 
shortage will ever appear so 
long as the markets are left to 
do their job. 

Prices would simply rise in 
the event of a shortage until 
the world was forced Into 
recession and demand cut. 

The debate has been even 
further confused by the IEA’s 
unwillingness to define what 
constitutes a physical shortage 


of oil. Mr John Easton, the US 
assistant energy secretary who 
represents the US at the IEA, 
as good as admitted the IEA 
did not know bow to do this 
when he said; “It presents us 
with the difficulty of deciding 
when there is a shortage. We 
can’t exactly quantify what 
this is. but we think we’ll 
know it when we see LL” 

There is probably a more 
sensible explanation of the 
tea's position. This Is that the 
demand far oil is relatively 
unresponsive to high prices in 
the short run. 

Moreover to the extent that 
high prices can help to curb 
consumption in a crisis, higher 
prices passed through quickly 
to consumers would be per- 
forming a useful role. Beyond a 
certain point however the 
“shortage" becomes! too great, 
as would be the price rise. 

The difficulty with this, how- 
ever, is that an attempt to 
monitor the sufficiency of oil 
supplies by counting up barrels 
of oil may not in reality be any 
more of a precise measure than 
looking merely at prices. In the 
end, it is the high price of a 
commodity, not the physical 
shortage per se which causes 
economic damage. 

Steven Butler 


Economic outlook 

Global shadow 
lengthens 


THE Gulf crisis <ed has cast a 
long shadow over the world 
economy. The rise in oil prices 
has upset hopes that the 1990s 
might witness a continuation 
of the economic growth of the 
past eight years In the indus- 
trialised world. 

The likely consequences for 
non-oil developing nations, 
some of the newly industrialis- 
ing countries of south-east 
Asia and the fledgling democ- 
racies of eastern Europe are 
much more grave. 

Persistent uncertainty, sym- 
bolised by sharply lower bond 
and equity prices and volatile 
markets, has darkened the 
mood among economic com- 
mentators. There has been 
much talk of recession and 
“stagflation” — the mix of no 
growth and high inflation - 
that afflicted the world after 
the two oil crises of 1973 and 
1979. The mood swings have 
obscured the fact that the 
industrial world should be in a 
better position to cope with the 
present oil crisis. 

■ Iraq and Kuwait produced 
around 4J5m barrels a day of 
oil last year, or 7.3 per cent of 
global production. But other 
producers have increased their 
output and oil stocks are high. 

■ Oil is now less important to 
the industrial world's economy 
because countries have, with 
varying degrees of success and 
commitment, substituted other 
energy sources. 

■ Between 1973 and 1988, the 
24 industrialised member coun- 
tries of the Organisation for 
Economic Co-operation and 
Development (OECD) cut their 
energy use as a proportion of 
economic output by 25 per cent 
in volume terms. Their oil con- 
sumption as a percentage of 
output fell by 40 per cent. 

■ Supply side measures. Imple- 
mented over the past decade, 
have made the main industrial 
economies more adaptable. 
They have also entered the lat- 
est crisis with inflation much 
lower than at the time of the 
earlier oil price increases. 

Moreover, oil was cheap 
before the crisis broke. By July 
the oil price was around (16 a 
barrel, having halved in value 
since 1980 in terms of its pur- 
chasing power of manufac- 
tured goods. 

Even at recent peaks of 
around $40 a barrel, oil has 
been cheaper than in the sec- 
ond oil crisis when it reached 
(S3 a barrel at today’s prices. 
However, things could change 
in the event of war. The World 
Bank has suggested that oil 
could then cost $65 a barrel. 

Computer simulations have 
suggested that the Gulf crisis 
should create only a minor 
shock for the world economy, 
even if the leading industrial 
countries maintain tight count- 
er-inflationary monetary poli- 


cies in spite of losing wealth to 
oil-producing nations. 

The UK Treasury, for exam- 
ple, has calculated that each 
permanent $10 a barrel 
increase in the world oil price 
would retard growth of gross 
domestic product in the lead- 
ing industrialised countries by 
no more than 0.5 percentage 
points a year on average over 
three years. A somewhat 
greater fell might be expected 
in world trade World inflation 
might rise by I to 1.5 percent- 
age paints over the first year 
or so. felling to an increase of 
between 0.25 and 0.5 points by 
the third year. 


But such projections could 
be too sanguine. They take no 
account ot the effects of the 
crisis an business confidence. 
They also assume static condi- 
tions while evidence has been 
growing of an economic slow- 
down in the English-speaking 
and some other economies 
before the Iraqi invasion. 

The effect on inflation is 
apparent. According to the 
OECD, energy prices rose by 
2,8 per cent in its industria- 
lised members in August The 
Gulf crisis helped push up con- 
sumer prices in the OECD area 
by 0.8 per cent in the month 
against just 0.3 per cent in 
July. Annual OECD inflation 
accelerated to 6.6 per emit in 
August from 6 per cent in July. 

Growth in Japan is expected 
to remain strong in spite of its 
heavy dependence on imported 
oiL Germany, feeing the incor- 
poration of eastern Germany 
into the Federal Republic, 
depends heavily on imported 
oil but is also growing 
strongly. So too are those econ- 
omies closely tied to Germany 


such as the Netherlands, Bel- 
gium, Austria and Switzerland. 

While the outlook in the 
industrial world is mixad it is 
bleak in most developing conn- 
tries. As a group developing 
countries are net oil exporters. 
But only 11 countries, those 
such as Mexico, Venezuela, 
Indonesia and Nigeria, will 
gain from higher prices. Oil 
demand in the developing 
world grew by 18 per cent 
between 1986-89: twice the 9 
per cent growth of industrial 
countries. Developing nations . 
now account for 28 per cent of 
total world oil consumption. 

The World Bank has calcu- 
lated that at least 60 oil-import- 
ing developing countries stand 
to suffer from higher oil prices. 

It would also have serious 
effects on middle-income oil 
importers such as Brazil, Chile, 
Uruguay and Thailand. East- 
ern European countries, nota- 
bly Romania, Bulgaria. Poland 
and Hungary, would be espe- 
cially hard hit. 

Peter Norman 
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Lucy Kellaway on moves for a common EC policy 

Lukewarm reception 


THERE is no single market in 
energy. Brussels has experi- 
enced more difficulty in this 
area than in any other convinc- 
ing tne 12 EC countries to give 
up control over their own Jeal- 
ously-guarded national poli- 
cies. 

Mr Antonio Cardoso e 
Cunha, the EC's ambitious Por- 
tuguese energy commissioner, 
has spent the past few years 
trying to change that, but so 
far his success has been lim- 
ited. 

There is every economic jus- 
tification for the 12 acting 
together in the field of energy. 
By having unfettered access to 
each other’s gas and electricity 
grids considerable savings 
could be made. Indeed in elec- 
tricity alone, such free access 
could save Ecuobn a year by 
2000, and cut electricity genera- 
tion costs by more than 15 per 
cent. 

The reasons for a common 
policy are not just economic. 
The EC has recently been 
increasing its dependence on 
imported oil - reversing a 
decline that has been in place 
since the mid-1970s - and the 
signs are that the trend is con- 
tinuing. 

Moreover, with energy 
demand increasing the implica- 
tions for the environment are 
getting more and more difficult 
to ignore - and everyone real- 
ises that if action is to be effec- 
tive it needs to be taken by 
everyone together. 

But in spite of such reason- 
ing, the EC has had to tread 
carefully, and move very 
slowly. It has taken until last 
month for member states to be 
convinced that there was any 
point in holding a joint meet- 
ing of energy and environment 
councils to discuss matters 
that cut across the two areas. 

On the specific proposals, 
there is no sign that member 
states are in favour of a system 
of common carrier - which 
would form the basis of a sin- 
gle market. The utilities and 
many member governments 
are strongly opposed to any 
system in which owners of a 
grid could not refuse access, 
and would have to charge a 
fair rate to all comers. They 
argue that any such system 
would discourage further 
investment in energy trans- 
port, and would therefore dam- 
age rather than enhance the 
single market. Much more 
modest proposals to open up 


the networks to big utilities in 
neighbouring countries have 
taken more than a year to get 
past energy ministers. 

A directive on gas transit 
was agreed last month, in spite 
of a good deal of kicking and 
screaming from the Nether- 
lands and from Germany who 
feci that their de facto control 
of the gas market is under 
threat. 

Other measures also 
designed to open the energy 
market have been watered 
down to get agreement from 
energy ministers. A directive 
passed earlier this year that 
would have opened up all oil- 
purchasing contracts to com- 
petitive tendering was success- 


There is every 
economic Justification 
for the 12 acting 
together In the field 
of energy 


fully watered down by the Brit- 
ish government. The argument 
was that the buying or North 
Sea supplies was already com- 
petitive, and that a layer of 
bureaucratic constraints would 
simply make the lives of the oil 
companies more difficult and 
would discourage future 
investment. It was another tri- 
umph for the industry and 
another defeat for the Brussels 
planners. 

Part of the problem is that 
each member state is trying to 
protect its own interests, 
which are even more divergent 
than in other areas. France is 
trying to sell as much nuclear 
power as possible to the others. 
Germany is anxious to protect 
the interests of Ruhrgas. its 
powerful gas company, 
whereas the UK is tied in by its 
new legislation for privatising 
its energy industries, and dif- 
fers from the others by being 
the only significant producer of 
oil. Evetyone else, meanwhile, 
is resistant to any measures 
that would mean transferring 
so much power to Brussels. 

The paucity of the powers at 
the centre was made glaringly 
obvious this year during the 
Gulf crisis. Brussels found 
itself with no implements at its 
disposal to make a well co-ordi- 
nated response to the crisis, 
and instead had to content 
itself with putting out well 


meaning, but ineffectual, state 
ments to i-vil oil speculators 
that they were pushing up oil 
prices too Tar. Oil traders, not 
accustomed to watching the 
signal from Brussels, took no 
notice. 

The First meeting of oil min- 
isters at which the matter 
could be discussed took place 
three months after the start of 
the Gulf crisis; there had been 
some pressure to cal) an earlier 
meeting, but this was rejected 
because there was nothing con- 
crete to talk about: the com- 
mission seemed to have no pro- 
posals to make. 

This did notliing more than 
attract ridicule, and to encour- 
age- Brussels to think up ways 
of increasing its powers 
against a future crisis. 

At the most recent meeting 
last month, such a new sched- 
ule was put forward - but it 
did not go down especially 
well. The commission argund 
that the energy market makes 
it essential that the 12 EC 
countries should be able to act 
together quickly to deal with 
any future crisis. The existing 
means at its disposal are not 
enough. Dating from the late 
ISGOs and early 1970s. two 
directives set the ground rules 
for dealing with a crisis. They 
establish that all member 
states must keep 9U days of oil 
stocks at their disposal against 
a future crisis, but are vague 
about how the decision should 
be taken - and by whom - to 
run down the stocks. The sec- 
ond directive provides for a 
common approach to be taken 
to demand reductions, but once 
again, the mechanism is vague. 

Instead, the commission Is 
proposing that it should be 
given new powers to take the 
decision on emergency cuts in 
energy demand, and in oil 
stocks. This would put Brus- 
sels in the driving seat next 
time, and would seem to do so 
partly at the expense of the 
International energy Agency, 
which deals with such matters 
at present. If Brussels gets its 
way, it will have the full say 
over whether stocks - equal 
to 30 days consumption - 
should be run down and it 
would also be able to command 
member states to cut their 
demand by a fixed percentage. 

The first response last 
month was a little lukewarm. 
The commission is going to 
have a lot more convincing to 
do. But then it is used to that, j 


THE North Sea oil and gas 
industry looks set to be one of 
the few important sectors of 
the UK economy which will 
buck the recession now threat- 
ening much of UK industry. 

Mr John Wakeham, Energy 
Secretary, has forecast that 
energy production in the North 
Sea will surpass the 1985 
record this year, while North 
Sea operators are optimistic 
that the good times which 
returned in 1990 will continue 
into next year. 

Indeed, higher oil prices, if 
they were to be sustained, 
could herald even brighter 
days for the North Sea. The 
number of marginal fields 
worth developing would inevi- 
tably increase, even if the big 
oil companies believe it is pre- 
mature to adjust their plans at 
present: “We aren't gutting car- 
ried away with short-term oil 
prices,” say.-. Mr Chris Fay. 
head of exploration nntl pro- 
duction at Shell UK, the larg- 
est operator in the North Sea. 

Even without :* permanent 
ratcheting up o. oil prices, 
prospects in ih>: North Sea 
appear good. True, after the 
Nelson discovery, the likeli 
hood of further discoveries of 
large Gelds now seems remote, 
but oil industry executives 
remain bullish. 

“We see the North Sea as a 
mature development filled with 
a wealth of opportunities from 
smaller fields," explains Mr 
David Harding. BP's chief exec- 
utive of exploration in Europe. 

County NatWest WoodMac 
has identified 57 separate Gelds 
which may gain Government 
approval over the next three 
years, 1U oil analysts expect 
£I3.7bn in 1990 prices to be 
spent developing these Gelds, 
which are projected to have 
recoverable reserves of 6.3bn 
barrels - equivalent to about 
58 per cent of remaining recov- 
erable reserves from existing 
UK Gelds either onstream or 
under development. Just over 
half the fields are located in 
the central North Sea. which, 
in County NatWest's view, 
indicates "the extent to which 
development attention has 
switched to this area". 

The of development 

in t' .ja is now well 

unde. .a.. ,o: a mature region, 
the emphasis is increasingly on 
smaller accumulations. Costs 
will inevitably escalate, not 
only in exploration (where BP. 
for example, reports a one In 
four success rate this year), 
but also In development. 

"Most of the discoveries are 
small, so the challenge is to 
make them commercia l. " says 
BP's Mr Harding. The answer 
is to cut the capital spending 
per unit of output, with BP 


A hope of even brighter days in the North Sea 

Set for a good time 
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estimating that 20 per cent 
could be saved- One approach 
is to use gristing large plat- 
forms to service ever more dis- 
tant satellite fields. S h ell's Mr 
Fay talks of extending the dis- 
tance of satellite fields serviced 
from main platforms up to 
about 10 kilometres: “Certain 
mother platforms are being 
used beyond the operating life 
of their own fields," he says. 


Other factors have also con- 
tributed to the upsurge in 
activity this year. The UK Gov- 
ernment has been applying 
pressure on companies to drill 
old, under-explored acreage. 
US companies - facing dimin- 
ished prospects at home - 
have rediscovered the attrac- 
tions of the North Sea, with its 
favourable tax regime. 

In addition, oil companies 


have been working overtime to 
meet the end-of-the year dead- 
line set by the Department of 
Energy for Installing emer- 
gency shutdown valves, a mea- 
sure prompted by the Piper 
Alpha disaster in 1968. 

Aberdeen house prices have 
remained firm, in sharp con- 
trast to most of the rest of the 
country, while contractors and 
oil service companies are 
enjoying boom conditions. 
However, this in turn has 
posed problems for the oil com- 
panies, as some suppliers have 
reached the limi ts of capacity. 

Shortages of skilled labour 
have posed particular prob- 
lems, with the North Sea hav- 
ing to compete with large con- 
struction projects in the south 
of England 

Some fabrication yards have 
learned from previous ups and 
downs in the North Sea not to 
over-expand their workforce. 
As Mr Pay explains: “The 
yards have been tending to 
gear their capacity to the 
human element. They have 
been working with a regular 


workforce, not building up 
their workforce for peaks.” 

But the supplying industry 
is not having it ail its own 
way. Continental contractors 
are competing for a larger 
share of the business in the 
run-up to the completion of the 
single European market in 
1992. BP's decision to place big 
orders with French and Span- 
ish fabrication yards in June 
was one straw in the wind. 

The reason was simple: the 
Continental yards undercut 
their UK competitors, but not 
so long ago buy-British pres- 
sures would have kept French 
and Spanish contractors out of 
the bidding. 

Some North Sea operators 
accuse the unions of taking 
advantage of the buoyant con- 
ditions to launch the round of 
industrial action this summer, 
although the unions insist that 
their campaign has been 
sparked off by safety concerns. 
While the union action seems 
to have had little direct impact 
on output, it has delayed some 
safety programmes. 

Indeed, the Government was 
forced to announce in Septem- 
ber that it might allow some 
companies to postpone the 
installation of emergency shut- 
down valves beyond the end of 
the year. 

Further safety improvements 
are likely to follow the report 
of the official Cullen inquiry 
into the Piper Alpha disaster. 
John Brawn, a leading offshore 
contractor, has already esti- 
mated that safety modifica- 
tions required after Piper 
Alpha could cut the number of 
new econ omically - viab le North 
Sea fields b; 10 per cent. 

However. it is difficult to dis- 
entangle safety expenditure 
which was specifically trig- 
gered by Piper Alpha from 
expenditure which the compa- 
nies would have made anyway, 
particularly on the older plat- 
forms now being refurbished. 
“A large part of the money 
which some companies are 
attributing to Piper Alpha 
would have been spent in any 
case,” says Shell's Mr Fay. 

The growing maturity of the 
North Sea is also prompting a 
rationalisation of assets, as 
companies seek to offload 
minority stakes. In July, for 
example, LASMO, the indepen- 
dent British company, swapped 
acreage with Occidental Oil in 
a move which gave it a 58.85 
per cent stake in a block con- 
taining the Birch, North Birch 
and discoveries. In Octo- 
ber, Chevron put up for sale 
about 15 per cent of its North 
Sea assets In fields where it 
was not an operator. 

David Thomas 
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The largest oil 
refinery in the 
Mediterranean 
at your service 


SARAS has always advanced technologically to process 
crude oil on behalf of third parties with the highest added value. 

With a processing capacity of 18 million metric tons 
per year (360,000 BSD) and 5 million tons 
per year of conversion capacity, SARAS refinery 
can receive crude o3 from tankers of up to 
260,000 DWT, store into its huge tank farm 
(4 million cu-mt.) and deliver the entire range of 
refined products according to customer requirements. 


in 1990, these companies selected the 
Chase Energy Croup to advise them on 
international acquisition and disposal 
assignments. 

Talk to our international Energy M&A 


ream about the opportunities in the UK 
Norway. US, Australia, or indeed any of the 
55 countries where Chase has a presence. 

For details contact John Knight. Bob Cray or 
Richard Franklin in London on |071 ) 726 508" 
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REFINERY - 09018 SARROCH ICAGUARI) - &S. SULCITANA KM. 19 - TEL (070) 90911 - FAX (070) 900209 
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( WORLD OIL INDUSTRY 4 


THERE has always been a 
healthy sense of rivalry 
between Elf Aquitaine and 
Total, France’s two state-con- 
trolled oil groups. 

Like their competitors, they 
are temporarily riding high on 
the increase in oil prices 
sparked off by the Gulf Crisis, 
from which both of them will 
reap stock profits, even if they 
will account for them differ* 
ently. 

The competition between the 
pair has been embodied over 
the past 18 months by the 
appointment of new chairmen 
for both companies. They 
immediately locked themselves 
into an intense debate on how 
Elf, the world's ninth oil pro- 
ducer in terms of reserves, and 
Total, the world's 13th, would 
share out the spoils in a re-or- 
ganisation of the French chem- 
icals industry. 

Mr Lolk Le Floch-Prigent, a 
loyal Socialist, took over at Elf 
in June last year, and Mr Serge 
Tchuruk, the politicaUy-unat- 
tached engineer, took the helm 
at Total at the start of 1990. 
The proportion of state owner- 
ship is different - 54 per cent 
for Elf and 85 per cent for Total 
- but both chairmen swear 
they are free to manage with 
almost no interference from 
their government shareholder, 
and behave accordingly. 


William Dawkins discusses France’s two state-owned groups 

Shaping up for competition 


The pair, known as two of 
the strongest personalities in 
the French state sector, 
already know each other well, 
for Mr Tchuruk was Mr Le 
Floch-Prigent’s number two at 
Rhone-Pouienc. the state- 
owned chemicals group, for 
several years until 1986. Mr 
Tchuruk then became chair- 
man of Orkem, the state chem- 
icals company which found 
itself at the centre of last 
year’s reorganisation, the gen* 
eral aim of which was to help 
give a fragmented French 
chemicals industry the critical 
mass needed to compete on 
more equal terms against the 
world leaders. 

Meanwhile, Mr Le Floch-Pri- 
gent, fresh from bis retirement 
from Rhone-Pouienc, was busy 
drawing up the government 
report on which the reorgani- 
sation was based. After several 
months of hard bargaining, in 
which the Government stood 
on the sidelines while the oil 
barons negotiated between 
themselves, Orkem was split 


more or less down the middle. 
The speciality chemicals busi- 
nesses - adhesives, paints and 
resin - went to Total, while 
Elf picked up its bulk chemi- 
cals, fertilisers,and plastics 
businesses to bolt on to its own 
chemicals subsidiary. Ato- 
chem. 

The incident is revealing. 
While it has not exactly 
changed the face of either of 
France’s big oil companies, it 
reveals how keen they both are 
to improve their activities 
downstream, into high-value 
added products - from 
unleaded petrol to pharmaceu- 
ticals - that offer a balance to 
the volatility of crude oil 
prices. 

Certainly, Mr Le Floch Pri- 
gent has wasted no time in 
expanding ElFs presence In 
refining, chemicals and phar- 
maceuticals. 

The $1.05bn takeover of 
Pennwalt, the DS speciality 
chemicals producer in July last 
year, was the first shot In that 
direction, followed by a series 


of smaller acquisitions by San- 
ofi. Elf's pharmaceuticals sub- 
sidiary. 

In the first half of this year. 
Elf drew 42 per cent of its 
FFrl0.2bn six-monthly operat- 
ing profits from chemicals and 
pharmaceuticals, a big shift 
from the structure a few years 
ago. 

Of the remainder. 57 per cent 
comes from production with 
the rest from refining and dis- 
tribution. “An oil company for 
how much longer?" asked the 
headline on one analyst's 
report. 

Upstream. Elf has also been 
busy. Over the past year, it has 
bought acreage in Nigeria, 
taken over the exploration and 
production interests of BP 
France and acquired new acre- 
age in the Norwegian sector of 
the North Sea. 

Zn May, it became the the 
first Western oil company to 
strike an exploration and pro- 
duction deal in the Soviet 
Union, on land near the Cas- 
pian Sea. 




Le Floch-Prigent (left): wasted no time in expanding Etf 
presence in refining, chemicals and pharmaceuticals. 
Above: Total Oil’s platforms A and B in the North Sea 


Total has also changed 
shape, more slowly but per- 
haps more radically than its 
big sister. Over the past three 
years, it has moved from being 
almost entirely dependent on 
production and exploration to 
becoming France's leading oil 
refiner, responsible for 31 per 
cent of the country's refining 
capacity. 

Last year, refining and dis- 


tribution accounted for nearly 
half of Total's cash flow, as 
against 39 per cent for explora- 
tion and production. Chemicals 
and mining contributed the 
remaining 12.5 per cent, 
though this proportion will 
clearly rise this year as the 
first contribution from 
Orkem’s speciality chemicals 
operations makes itself felt. 

The new importance of refin- 
ing and distribution in the 
make-up of Total's income 
reflects the improvement in 
European demand for refined 
products in recent years as 
well as the fruits of a restruct- 
uring programme, which has 
allowed Total’s refineries sig- 


nificantly to improve their 
operating margins. Mr Tchu- 
ruk told a meeting of analysts 
recently that he does not plan 
to invest in new refining capac- 
ity so soon after Europe 
appeared to be suffering from a 
surplus, though he did not 
exclude a joint venture with 
another oil group. 

One thing that both compa- 
nies have in common is a 
larger exposure to the distribu- 
tion business than they would 
like. In both cases, margins are 
suffering from the long-term 
price competition provided by 

hypermarket-owned discount 

filling stations, and in the 
short term from the Guff crisis. 


In spite of the fact that they 
have legal freedom to decide 
petrol prices there Is an Infor- 
mal understanding with the 
government which makes it 
impossible for them to pass on 
the full increase to motorists. 

By the end of this year. Elf 
aims to have reduced the num- 
ber of wiHng stations it owns 
and controls under franchise to 
4.200 down from 6,500 five 
mars ago. Total has closed 900 
stations since 1985. so that it 
now has 3,900 in its domestic 
network, targeted to fall to 
3,000 outlets by 1994. In Hne 
with other oil companies, they 
are both investing heavily to 
modernise the remaini n g ont- 
]ets, as well as ad ding extra 
services such as grocery stores 
and restaurants. 

In public, France’s two state 
oil barons are for too discreet 
to criticise each other. Even so, 
Mr Tchuruk did let slip at a 
meeting of analysts early this 
year that nobody should 
assume that Elf wou ld, take 
over Total in any restru cturi ng 
of the French oil industry - 
Indeed, that it could be the 
other way round. No such 
thing is on the cards at the 
moment, but there is no doubt 
that Mr Le Floch-Prigent 
would vigorously contest the 
analysis of his former number 
two. 


IN 1985 Tony Craven Walker, 
one of the UK ail industry's 
best-known characters and 
then president of Charterhouse 
Petroleum, told the press that 
the UK independent oD sector 
was dying. Now managing 
director of Monument Oil & 
Gas, he has changed his mind. 

“I was very concerned about 
Charterhouse at the time,” 
says Mr Craven Walker. “We 
tried to merge with Saxon 
Petroleum, then Enterprise bid 
for Saxon and forced us into 
the arms of Petrofina, which 
took us over at the end of 1965. 
The oil price crashed two days 
later. Then I spent two years 
putting Monument together." 

Monument is one of the suc- 
cess stories of the 1990s. Two 
and a half years ago it was a 
shell company capitalised at 
around £5m. Three acquisitions 
and .several exploration suc- 
cesses later, it is one of the 
largest companies in the sec- 
tor, capitalised at more than 
£200m with 43m barrels of oil 
reserves. 

It is also a classic example of 
what happened to the indepen- 
dent oil sector during the 
1980s. 

Charterhouse was one of a 
plethora of small companies 
started up in the early and mid 
70s. in the heady days of North 


Juliet Sychrava examines the independent companies 

Back from the brink of death 


Sea exploration- It was one of 
many that went under during 
the mid 80s, when a series of 
takeovers shook the sector 
Britoil went to BP, Tricentrol 
to Arco. Acre Oil to British 
Gas. and Carless to Celt Stock 
market valuations rose, and 
more rationalisation followed, 
as non-oil companies such as 
Thompson International and 
Pearson, in the words of one 
broker, “breathed a sigh of 
relief took profits, and got out 
of the sector". 

At the time, dooms ters fore- 
told the death of the indepen- 
dent sector. “There were two 
views at the time," says John 
Walmsley, financial director at 
Enterprise Oil, the sector’s 
largest company. “One was 
that the North Sea was a prov- 
ince coming to the end of its 
exciting - life, and the other was 
that the independents as a 
group would inexorably be 
absorbed into the majors.” 

Both predictions, the Indus- 
try believes, have been proven 


wrong. The North Sea has 
turned out to be deeper and 
richer than expected, and the 
independent sector, phoenix- 
like, has regenerated itself. 

Monument is only one of the 
second generation companies 
set up by old industry hands 
over the past two to three 
years: John Rate, formerly 
managing director of Tricen- 
trol. launched Seafield 
Resources, Malcolm Butler set 
up Brabant Resources, recently 
listed on the USM, when his 
former company Industrial 
Scotland Energy was taken 
over by Texas Gas. 

And although oil price 
uncertainty since the Gulf cri- 
sis has meant something of a 
lull in corporate activity in the 
sector, with buyers and sellers 
taking different views on the 
value of assets, the industry 
firmly believes that oil asset 
buying, selling and swapping, 
and the emergence and re- 
emergence of small companies, 
will never stop. 


“I think the activity in brok- 
ing assets is continuous." says 
David Boyd, chairman of the 
Association of British Indepen- 
dent Oil Exploration Compa- 
nies, or Brindex. Mr Boyd, who 
is also managing director of 
Goal Petroleum, has seen the 
total capitalisation of Brindex 
member companies grow from 
under £100m when it was 
formed in 1974. to well over 
£6bn. “Look at any environ- 
ment: you always have differ- 
ent creatures exploiting differ- 
ent possibilities, from the ant 
to the elephant." There is 
room, he says, for both. 

The broking community, 
however, has often argued that 
there is no room for elephants. 
Independent oil companies, it 
has suggested, are by nature 
small, test-growing, businesses, 
valued on their assets and 
their vulnerability to takeover. 
The real giants, integrated 
international majors suite as 
Shell and BP, capitalised in 
tens of billions, are a different 


European Oil and Gas 1992 and Beyond 

A Petroconsultants study 

Invaluable to corporate planners within oQ and gas companies and energy agencies and government ministries, this 
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realistic appraisal of Europe's import dependency, undrilled future potential and changing oil and gas industry. 

Key chapters include: 

Europe's Energy Profile - Energy Balance, Hydrocarbon Potential, Major Sources of Petroleum 
Country Appraisals - Oil Legislation, E & P, Downstream, Consumption, Environment 
Oil and Gas Companies - Profiles, appraisals and assets of 40 main European oil and gas players 
1992 Impact - Energy policy, legal issues, downstream aspects, individual country impact, integrated 
Europe corporate strategies for private, state, West European, East European, U.S. and Asian companies 
Prospects for 2020 - New energy scene, USSR and Middle East as sources, competition, alternative 
energy sources 

Special pre-publication price offer of 30,000 Swiss Francs vaiid until 15th November 1990 
Publication is scheduled for Spring 1991 . To order please contact: 

Petroconsultants SJt, Marketing Division, 8-10 Rue Muzy, 1207 Geneva, Switzerland 

Tel: (41-22) 736 88 11 or Fax: (41-22) 786 28 52 


E0 Petroconsultants 


FT ENERGY ECONOMIST IEA OIL MARKET REPORT 




i 


CHALLENGING 

INTERPRETATION 


* In these turbulent times in the 
energy markets quality information 
is at a premium. The Financial 
Times and the International Energy 
Agency bring you two vital sources of 
information which will help you 
interpret these markets. 99 


An essential monthly newsletter 
giving you an overview of world 
energy news. With its regular 
market columns on oil, gas. coai 
and electricity. Energy Economist 
can help you chart the 
increasingly important shifting 
trend across the Fuel markets. Its 
Market Report section comments 
on the principal energy mar kef 
movements during the month, 

, examining the major deals and 
■ pointing out their significance, 
while the World Status Report 
details on up- to-date views on a 
^v an^ gy trends 

! guide 
I in 




: on subscription 
£280 (UK) £308 (elsewhere)' 


Published monthly and available 
by fax. this information package 
gives you at first-hanc 
elements of the i 
demand, suppt 
prices. Each month it i 
the latest view availabte\ 
world oil balance. The i 
analyses quarterly demand for' 
OECD regions and for developing 
countries. Data on the past month 
is complemented by estimates for 
current and coming months, 
making the report a vital source ol 
information. The Oil Market 
Report is an indispensable tool 
for analysts and traders in 
tracking world oil market 
developments . 

Annual subscription US S468 
(UK) US $504 (elsewhere)* 


Ensure you have the edge on market information and request your sample copies of these respected newsleOeis today. 
For your sample copy far either of the above puWtaattons cal 07T-240 9391 ext 250 or write to: 

■arireting Dapatneat (OH) (E), Rndd Haas 

fawr lkW Sagthnytm Street 

Lnifaa IK2E 7KA 

hoc 071-240 7946 

• Overseas rate Mudas afr-speetfed Mny and is payable in any hMM aimq amrtad at currant raue. 


case, and can be valued on 
their ability to sustain divi- 
dend growth. But companies 
such as Enterprise and Lasmo, 
which fall in between, are 
anomalies, too large to double 
their size through an oil find 
like the small companies, and 
too small to provide the total 
security of the majors. 

Enterprise, set up in 1984 
and which, in its six-year life, 
has grown from under £400m 
to around £3bn, finds accusa- 
tions that it has outgrown its 
strength mystifying. 

Comparisons of this kind, 
suggests John Walmsley, are 
odious. “It’s like the chap that 
goes hunting lions with the 
guide. They’re in the jungle 
and he’s about to take a photo, 
when tbe lion bears the shut- 
ter clicking and looks up. The 
man looks round at the guide, 
and sees he’s putting on his 
trainers. “You can't outrun a 
lion in those,” he says. “I don’t 
have to outrun the lion.” says 
the guide. “1 just have to out- 
run you." 

Enterprise, says Mr Walms- 
ley. just has to do what it does 



Tony Craven Walker; he has 
changed his mind 

well. “I dont think the UK is 
used to looking at independent 
oil companies as growth busi- 
nesses. it’s used to looking at 
them as punts. But we’re grow- 
ing at a very competitive rate, 
have no net debt, and are dou- 
bling our production profile 
over the next four years. Plus, 
we have a track record and a 
clear strategic plan.” 

Norman Davison- Kelly, cor- 
porate development director at 
Lasmo, is similarly untroubled 
by the idea that the company 
might be too big. “We think we 
can maintain a high- degree of 
growth and activity. This is a 
huge industry. The free world 
consumes 25m barrels per day. 


and we produce around 100,000. 
That's a tiny percentage 
Lasmo, which has operations 
in 16 countries worldwide, 
believes this diversified inter- 
national portfolio means that 
although it is still a pure explo- 
ration and production com- 
pany. it can offer more stabil- 
ity than its smaller rivals. 

The smaller companies 
themselves have changed from 
the days when they were sim- 
ply exciting stockmarket 
punts. They have, says Mr 
Walmsley. learned a number of 
lessons from their experiences 
in the mid 80s. 

“Don’t o ve r stretc h your capi- 
tal base. As soon as you can, 
get cashflow - buy in a secure 
base of income - as long as 
you don’t overpay. Don’t 
underestimate how much 
equity you’ll need - your ini- 
tial investors will take profits 
when you make your first 
strike and you'll find it hard to 
fund a second. And, moat of 
all, you need an independent 
source of cashflow and secure 
financing. Look at Lasmo, 
Clyde, Monument: all the com- 
panies that survived the 80s 
have done that - and they are 
not punts now, they are busi- 
nesses.” 

Monument, says David Boyd, 
is a case in point. “Its success 
is due to sophisticated and 
te chnicall y competent manage- 
ment, plus backing from good 


institutions that were prepared 
to allow Nimex (the company 
set up to raise capital to estab- 
lish Monument) to acquire 
high-risk acreage and then 
work on it without having to 
justify that to the City.” 

Whether the City has 
learned its lesson is more ques- 
tionable. Tony Craven Walker, 
who has a reputation as a 
sharp operator when it comes 
to asset broking, thinks not. 

“The City hasn’t the foggiest 
how to value an oil com- 
pany. “You can’t use $23 per 
barrel when we're selling at 
$40 per barrel In this business 
you are lost when you have a 
downturn in the City, because 
it's so sheeplike.” The key for 
the oil companies, he says, has 
been finding longer-term insti- 
tutional shareholders to help 
them through difficult times. 

Arbitraging the gap between 
City and industry valuations 
has been a critical factor in the 
growth by acquisition of the 
independent sector over the 
80s. eighties. In the future, 
some brokers Haim, explora- 
tion will become more cnticaL 

“We are favouring compa- 
nies like Lasmo that have a 
high quality and diversified 
acreage bank." says Philip 
Lambert of Klein wort Benson’s 
oil team. “It will be .harder and 
harder' for purely North Sea 
companies to grow, or achieve 
critical mass.” 


Joseph Mann looks at PDVSA, Venezuela’s national oil company 

Giant spreads its wings 


FOR most people, it may come 
as a surprise to learn that 
Venezuela’s national oil com- 
pany, PDVSA, ranks as one of 
the world's largest petroleum 
concerns. 

The company, whose full 
name is Petroleos de Venezuela 
SA. began operations in 1976 
after the Venezuelan govern- 
ment nationalised all assets of 
foreign oil companies. 

From the outset, PDVSA was 
run by professionals and other 
experienced managers. Succes- 
sive Venezuelan governments 
have generally avoided stick- 
ing their noses into the oil 
business and have allowed the 
company to be run profession- 
ally, to earn substantial prof- 
its, to invest wisely in domes- 
tic and overseas assets and to 
avoid problems that have typi- 
cally affected NOCs, such as 
rampant featherbedding, exces- 
sive taxation and either an 
exaggerated dependence on - 
or rejection of - foreign tech- 
nological assistance. 

Governments in this South 
American republic have a 


record of poor management at 
other state-owned enterprises. 
But the country's politicians 
have been wise enough to give 
PDVSA - which provides the 
government with most of its 
tax revenues - an unusual 
degree of independence. 

Since it began. PDVSA has 
found new oil reserves, devel- 
oped a range of international 
clients, increased refining 
capacity and invested in over- 
seas ventures that have given 
it a firm market share in the 
US and western Europe. 

PDVSA possesses tbe largest 
proved reserves of crude ofl in 
tbe western hemisphere, 
around 59bn barrels. It also has 
the world’s largest deposits of 
heavy oil and bitumen. 

With more than 46,000 
employees, the company has 
crude oil production potential 
of 2.75m barrels a day and pro- 
duces more than 2.2m b/d. 
PDVSA owns and operates six 
refineries at home, and has 
invested in refining and distri- 
bution companies in its most 
important markets. 


Moreover, the company oper- 
ates a refinery under lease in 
Corezal and owns substantial 
storage capacity throughout 
the Caribbean. It also is invest- 
ing heavily in petrochemicals, 
natural gas and coaL 
One area that offers promise 
is a new fuel product called 
orimulsion. an emulsion of 
extra heavy crude, water and 
chemicals that PDVSA and 
British Petroleum are market- 
ing to compete with coal for 
electric power generation. 


Last year, PDVSA exported 
more than 1.6m b/d of crude oil 
and refined products, with 
about 66 per cent going to tbe 
US and 13 per cent to Europe. 

Aside from being a large 
company, PDVSA is also quite 
profitable. Last year it had net 
earnin gs of $2.1bn on gross rev- 
enues of $13.7b. The company- 
has earned net profits - and 
reinvested them - each year 
since it was founded. 

Under Mr Andres Sosa Pie- 
Continued on Page 5 
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IF CALIFORNIA represents the 
future, as most CaSbrSanS 
{fatten the oil i£hS£ 
is In for interesting times. For 
the most environmentally-con- 

scwus state in the us£i 
introduced new air quality 
laws which will have a pr£ 
found effect on the industry^ 
product and marketing strate- 

P6S- 

CaUfornia is leading the US 
with anti-pollution laws that 
aro tougher even than the US 
Clean Air Bill, itself widely 
55 marking a watershed 
tor Big Oil and other enerev 
industries in North America. 
Outside the US, attention has 
focused on California's concept 
of zero emission vehicles": 2 
per cent of cars sold in Calif- 
ornia by 1998. and 10 per cent 
by 2003, must fall in this cate- 
gory, a requirement which will 
require the mass manufacture 
of electric cars. 

But equally dramatic will be 
the impetus given to cleaner- 
burning fuels by the Califor- 
nian legislation. All cars sold 
m the state by 2003 must have 
cut their emissions of hydro- 
carbons and other smog-form- 
ing chemicals to at most 30 per 
cent of the levels prevailing a 
decade earlier. 

California is not alone in 
taking a greener look at 
vehicle emissions, even if it is 
clearly in the vanguard, 'hie 
European Community has 
agreed standards for exhaust 
emissions which will require 
sophisticated, three-way auto- 
catalysts on all new cars from 
the start of 1993 and on all new 
models from July 1992. EC 
rules for heavy commercial 
vehicles are also expected to be 
tightened, with tougher limita- 
tions on gaseous emissions and 
the introduction of limits on 
diesel particulates (soot). 

Much of the brunt of these 
changes will, of course, fall on 
the auto industry. Ford, which 
has been working in the US for 
more than a decade on metha- 
nol-powered cars and a “flexi- 
ble fuel vehicle", has warned 
that environmental pressures 
win. determine “the size and 
shape of cars, what is in them, 
how they are made, where they 
are allowed to go and even who 
can own them”. 

Inevitably, however, the 
knock-on impact on the oil 
business will be substantial, as 
companies step up the search 
for a new generation of more 
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Alaskan disaster brought down an environmental avalanche 

ENVIRONMENTAL ISSUES 

Braced for the 
green assault 


environmentally acceptable 
fuels. Indeed, 14 oil companies 
are already participating in the 
US with Ford, General Motors 
and Chrysler in a joint $15m 
research project into alterna- 
tive fuels. 

In one sense, these develop- 
ments represent an opportu- 
nity for the industry, since sig- 
nificant commercial 
advantages await the oil com- 
panies which are nimblest in 
reacting to them. Atlantic 
Richfield, for example, has 
already introduced a “cleaner" 
petrol in southern California, 
called EC-Premium, which it 
claims cuts carbon monoxide 
emissions by 28 per cent, while 
emitting 21 per cent less smog- 
forming hydrocarbons than 
conventional unleaded petrol. 

But the pressure for cleaner 
fuels will also push up costs 
substantially in refining 
operations. Take just one 
example, by no means the most 
important facing the industry. 
The UK Petroleum Industry 
Association recently analysed 
EC moves to control particu- 
lates from diesel engines by 
severely catting sulphur con- 
tent to 0.05 per cent maximum 
by 1995. This would require 
more than S3 bn in spending at 
refineries throughout the EC, 
raising manufacturing costs by 
some S12-&1& a tonne, the asso- 
ciation warned. 

Yet the trend to cleaner 
products is just one of a triad 


of pressures forcing the envi- 
ronment to the top of the 
agenda in oil business board- 
rooms. The second is the 
increased scrutiny of the envi- 
ronmental record of the indus- 
try’s own operations from well- 
head to petrol pump. 

No one is under any illusions 
about the single most impor- 
tant recent event in fostering 
the green assault on oil. The 
llm-gailon oil spill by the 
Exxon Valdez off Alaska last 
year brought down an environ- 
mental avalanche on the oil 
industry. Costly measures 
were introduced in the US Con- 
gress to force improved design 
of oil tankers and to increase 
the liability of oil companies to 
meet clean-up costs. Industry 
lobbyists mounted a desperate 
campaign to persuade the US 
to ratify international conven- 
tions that limit the liability of 
tanker operators and oil com- 
panies to claims for pollution 
damage. Shell reacted to the 
impasse this year by suspend- 
ing crude oil shipments to doz- 
ens of US ports. 

Meanwhile, efforts by the 
industry to open no-go areas 
for exploration, such as the 
Alaskan wildlife reserve, were 
set back years. And all this 
came on top of measures to 
force oil companies to improve 
standards at US gasoline sta- 
tions, which fed through to 
hefty charges against some 
companies’ earnings. 


Continued from Page 4 
tri, who took over as president 
of PDVSA earlier this year, the 
company is raising oil produc- 
tion toward a December target 
of 2.5m b/d to fill part of the 
world oil gap-- left by. Iraq’s 
invasion of Kuwait.' The pro- 
duction Increase, which will 
total around 500,000 b/d. should 
translate into new export 
receipts of $1.7bn this year, 
bringing total exports to 
*1202ba 

This Increase in crude out- 
put forms part of a five-year, 
$24bn investment programme 
tha t was announced before the 


Middle East crisis. 

The programme aims at rais- 
ing crude product potential to 
more than &5m b/d, increasing 
domestic refining capacity by 
400,000 b/d, replacing the com- 
pany's sea-going tanker fleet 
and boosting output of petro- 
chemicals and coal. 

Aside from running its pres- 
ent overseas investments. 
PDVSA is also looking at new 
business opportunities in 
Europe. The company is study- 
ing the purchase of three 
Czech refineries and is looking 
at refineries in what was East 
Germany. The Venezuelan 
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company is already a partner 
with Veba Oel, in West Ger- 
man oil refining, petro-chemi- 
cals and distribution. 

Quite clearly PDVSA is not 
problem-free. Due to govern- 
ment insistence on low domes- 
tic fuel prices PDVSA regularly 
loses hundreds of millions of 
dollars on home sales of motor 
petroL A gallon of high octane 
motor gasoline retails around 
28 US cents in Venezuela. 

The present administration 
realises that domestic fuel 
prices must be increased, but 
has ordered only minor incre- 
ments to avoid protests. 
PDVSA must find international 
investors to help finance part 
of its new investment scheme. 
But foreign companies are wor- 
ried about issues such as high 
corporate taxes levied on oil 
and gas operations (PDVSA 
now pays taxes of more than 80 
per cent), a costly new labour 
law and potential political 
opposition to international par- 
ticipation in Venezuela’s petro- 
leum sector. 

The government hopes that 
a new, $3bn liquefied natural 
gas project will clear the way 


Even companies prided 
themselves on their environ- 
mental record, such as Shell, 
have fallen foul of the stiller 
laws. The Dutch Ministry of 
the Environment has been 
pressing a FI 110m (£33m) bill 
on Shell to clean np a site at 
Gouderak, where the Anglo- 
Dutch multinational once man- 
ufactured pesticides. In Febru- 
ary, the company was also 
fined £lm, the largest penalty , 
ever levied in Britain for a pol- 
lution incident, after polluting 
the River Mersey with 157 , 
tonnes of crude oiL 

Oil will be among the indus- 
tries most affected by the gen- 
eral trend to tougher pollution ! 
controls on business being pro- 1 
posed by many countries. In 
the UK. for instance, the oil 
industry has been active in 
warning of what it sees as 
shortcomings in the new pollu- 
tion regime to be introduced 
from next year. Britain’s oil 
companies fear that the new 
regime, known as integrated 
pollution control, could con- 
strain their ability to respond 
flexibly to competitive pres- 
sures, could slow the pace of 
technological innovation and 
could threaten commercial 
confidentiality by forcing com- 
panies to make public details 
of sensitive processes. 

Yet, if anything, the third 
type of environmental pressure 
- the new-found concern with 
global environmental ques- 
tions such os the greenhouse 
effect - could have the most 
profound consequences of all 
Governments seem set to begin 
negotiating a global climate 
treaty next year which might 
eventually require sharp cuts 
in the consumption of all fossil 
fuels. As Mr D.F. Rukels, head 
of environment at Shell Inter- 
national Petroleum, told a con- 
ference in London last month: 
“any strategy adopted to miti- 
gate possible climate change 
will be bound to have consider- 
able impact on the core of the 
oil Industry”. 

The remaining challenge lac- 
ing the industry is to spot any 
waning of the environmental 
tide. Some industry insiders 
believe that the renewed 
awareness of US dependence 
on oil imports which has 
□owed from the Gulf crisis 
could provide the catalyst. 
They may be being optimistic. 

Davfel Thomas 


for future joint ventures in gas 
and oil 

This project, in which 
Exxon, Shell, Mitsubishi and 
PDVSA will be partners, calls 
for exporting 4.4m tonnes a 
year of Venezuelan LNG to the 
US by 1997. 

The government is trying to 
shape the project in a way that 
will be acceptable to the for- 
eign partners and to the Vene- 
zuelan Congress. The latter 
must prove all joint ventures 
in petroleum and gas under 
terms of the existing national- 
isation law. (Ironically, Exxon 
and Shell - which may be the 
first equity partners in Vene- 
zuela’s oil sector since the 1976 
state takeover - were the larg- 
est companies affected by the 
nationalisation.) 

As for taxes, PDVSA will 
propose special tax holidays or 
rebates for big projects in the 
petroleum sector where large 
private investments are 
involved. 

Unfortunately. the money- 
strapped administration main- 
tains PDVSA’s own tax liabili- 
ties at a level the industry con- 
siders unacceptably high. 
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Quentin Pee i discusses prospects for the Soviet industry 

Coming in from the cold 


AFTER decades of self-imposed 
isolation from the interna- 
tional community, the Soviet 
oil industry wants to come in 
from the cold. 

For the international oil 
majors, the prospect of gaining 
access to the last great frontier 
of oil exploration and produc- 
tion in the world is both fasci- 
nating, and a little frightening. 
Everyone is jostling to get in, 
and yet hanging back for fear 
of being the first to fall. 

The buge expanse of Siberia, 
from marshy wastes to perma- 
frost, remains to be properly 
explored. Perhaps there will 
never be another western 
Siberia, where the huge oil- 
fields of Tyumen produce more 
crude than Saudi Arabia. Yet 
those fields are still barely 
exploited, in spite of a madcap 
rate of production since they 
came on stream in the mid- 
1960s. 

Exploration of eastern and 
northern Siberia is still ahead, 
along with the Soviet Far East, 
and the fringes of the Arctic 
Ocean. 

Then there is the Caspian 
Sea and Kazakhstan, where 
new reserves almost certainly 
lie below those already discov- 
ered, but challenging the inge- 
I nuity and technology of the 
industry to exploit them. 

Only a handful of the oil 
majors actually have full-time 
offices in Moscow - Agip, Elf. 
Shell and most recently BP are 
the exceptions - but all are 
scrambling to get a foothold on 
the ground, watching each 
other and battling the Soviet 
bureaucracy. 

The question is, how will 
they come in? Will they be 
forced into artificial joint ven- 
tures, sharing technology with 
Soviet producers, or will they 
succeed in gaining outright 
concessions to new Soviet 
fields, on the basis of produc- 
tion-sharing agreements? 

More immediately, perhaps, 
with whom do they do busi- 
ness? And can the Soviet oil 
industry digest a sudden influx 
of foreign capital in a hurry? 

For the Soviet industry is in 
turmoil, technologically and 
administratively. Production is 
falling steadily from the peak 
years of 1987 and 1988, when a 
last fling of capital investment 
at all costs pushed the rate up 
to 12J5m barrels a day. This 
year it is expected to drop to 
11.5m b/d, or back to the level 


of the 1970s. The most obvious 
reason Is the depletion of 
resources, for all the easiest oil 
fields bare been exploited first, 
without regard for the future, 
leaving ever-increasing capital 
investment needed to maintain 
output levels. 

The Moscow-run oil indus- 
try, demanding ever higher 
output regardless of the cost 
during the 1960s and 1970s, 
failed to invest in the sort of 
social and physical infrastruc- 
ture needed in western Siberia, 
according to Dr Vladimir Spiel- 
man, deputy director of the 
Tyumen Geology Institute. 

The result has been environ- 
mental chaos, with hundreds 
of square miles of marshland 
and tundra laid waste by oil 
spills and contaminated water. 
That is compounded by misera- 
ble living conditions for the 
workers, forced to spend years 
in communal shacks or build- 
ers' caravans, in spite of enjoy- 
ing wages up to 10 times the 
average for the rest of the 
country. 

The problem now is that any 
future investor will have to put 
in the infrastructure which 
should have been paid for from 
the profits of the early years of 
oil bonanza. 

The second crisis for the 
industry is the depletion of its 
technical base. Dr Eugene 
Khartukov, head of the team of 
world energy analysts in the 
Moscow scientific institutes, 
estimates that 60 per cent of oil 
production equipment is 
already obsolete, and 75 per 
cent of oil refining equipment. 
“Only 15 per cent of all our 
equipment would meet western 
standards,” he says. 

The industry desperately 
needs western capital and tech- 
nology transfers to modernise 
itself, and prevent the contin- 
ued environmental havoc 
being wreaked. The problem is 
in finding an acceptable frame- 
work for that investment to be 
attracted. 

The third big obstacle to oil 
industry development la its 
domestic economics inside the 
Soviet Union. Instead of being 
profitable, the industry is actu- 
ally heavily subsidised - the 
the tune of RbsTbn ($l2.7bn) 
last year, according to Dr 
Khartukov, 

The reason is an absurdly 
low producer price of oil - 
Rbs23 per tonne in western 
Siberia, and an average Rbs35 


per tonne for the whole coun- 
try. As much as 75 to SO per 
cent of the producer price is 
absorbed by direct p reduction 
costs, without any allowance 
for overheads, according to 
Tyumen officials. 

The oil producers are calling 
for an increase to RbsI20, and 
even at that level fear they 
cannot cover rapidly inflating 
costs: some equipment prices 
have trebled over the past 12 
months. 

The oil workers' trade union 
is calling for RbslSO. 

Meanwhile, the Soviet gov- 
ernment, terrified at the conse- 
quence of such a gigantic price 
rise for the rest of the Soviet 
economy, has promised Rbs65. 
but says back in Moscow that 
the price will be frozen. Confu- 
sion is paramount. 

Then potential investors face 
a classic confusion of adminis- 


The prospect of 
crossing the last great 
frontier of exploration 
is fascinating 


tration. There is no vertical 
integration in the industry. 
Exploration is carried out by 
the Ministry of Geology, while 
exploitation is done by the 
Ministry of Oil and Gas. If you 
want a joint venture to do 
both, to wham should you 
talk? (In addition, if you find 
gas. you have to work with 
Gasprom. the former Minister 
of Gas Production.) 

Finally, the confusion is over 
who owns the resources. Every 
Soviet republic, including the 
giant Russian federation, has 
now declared that it owns its 
own natural resources. Yet 
none of them has officials who 
can talk about the practicali- 
ties of investment That is still 
under the control of the all- 
union ministries. 

On the other hand, the all- 
union minis tries are paralysed 
with indecision because they 
are uncertain how long they 
will exist They face the pros- 
pect of abolition before the end 
of the year. 

The only certainty is down 
on the ground, although even 
there the upheaval is evident. 
In Tyumen, the 10 oil produc- 
tion associations have now 
gained considerable local 
autonomy, under a loose 


umbrella organisation, the 
Tyumen Oil and Gas Associa- 
tion, which is responsible for 
foreign relations. 

The oil majors are looking 
for exploration and production 

deals they can understand. 
“Every oil company has an 
ideal of developing a full field, 
and preferably on its own, so 
you don't have to share techni- 
cal facilities with the Soviets,” 
according to one visiting oil 
man. The trouble is they just 
want to sign joint ventures.” 

From the Soviet side, West- 
ern input is seen as bringing in 
technology for deep drilling, 
for exploiting those wells 
where most of the oil has been 
left behind (in Tyumen region, 
5bn tonnes has been extracted 
so far. and 7bn tonnes left 
behind in the process). There 
are also very high sulphur-con- 
tent fields, such as the huge 
Tengiz field in Kazakhstan, 
where Chevron is negotiating 
for a production agreement. 

Apart from that, environ-, 
men tally -clean technologies 
and energy-saving are two 
areas where the Soviets are 
actively looking for partners. 

A key deal everyone is 
waiting for is the Chevron deal 
in Kazakhstan, which is being 
negotiated inside the so-called 
American Trade Consortium. 
The idea there is that the for- 
eign currency earned by Chev- 
ron's oil would help finance 
consumer investments by 
other US corporations such as 
Johnson and Johnson, East- 
man Kodak, and RJR Nabisco. 
They would produce desper- 
ately needed products such as 
pharmaceuticals, and food- 
stuffs, for roubles, and be guar- 
anteed repatriation of profits 
through the oil production. 

Another option would be the 
energy agreement being pro- 
posed by the European Com- 
munity. That would provide an 
international legal framework 
for both oil companies and 
Soviet authorities, tied to the 
long-term energy supplies of 
western Europe. 

Without something similar, 
no one expects a rush of Invest- 
ment, in spite of the underly- 
ing enthusiasm. “It will be 10 
years before you really see oil 
companies operating here In a 
big way,” the oil company 
executive says. "Then we 
might even see chains of retail 
petrol stations across Siberia. 
Why not?” 
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Petrogal is the leading company in Portugal, supplying 
50% of the Portuguese market with fuel and lubricants. 
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3J87 1.904 Femuzi FI* L904 

1L320 5.820 Flat 5.871 

7.820 4.240 Da. Pr<« 4.240 

B.47B 5.445 Fldls 5.995 

64.160 37.620 Fandlaria 37.620 

2.450 1.550 Gemini 1,641 

40.809 30.940 Generali Asslcur . 30.990 
5.585 3.2BS GllanUnl Inds. ... 3^90 
30.660 14.850 IFI Prlv 14.950 

II. 000 4.600 Kakable 6.690 

31.420 IB, 540 lukemeiRI 18,850 

3,120 2.620 I taigas 2.640 

18.400 11280 UnydAdriatko.. 13.350 
2.248 960 Magnet/ M are! II 960 

72300 14.000 Mediobanca 14,000 

2.108 L080 Montedison LOW 

7.699 3.610 OllrctU 3.635 

11.400 6,005 Pirelli Co 6.050 

3.125 1.560 PIMII Spa LSfll 

8.038 5.613 RHiascemeLa .. . 5.613 

28 250 18.400 HAS 18.400 

X.892 1.099 SIP 1.095 

1L741 7^50 SaffaA 7.330 

3.600 1.701 Salpem 1.715 


sPAm 

1990 

HIM) Low Nmrerober 9 

3.895 2.415 Ban BlkanVIi.. 

5.100 3.995 Bancs Central . . _ 
3.430 3.060 Banco Exterior .. 

3.910 2.150 Banco Htepaoo .. 
10.000 6,800 Banco Popular ... 
5,842 3,650 Bam SaMaadw .. 

4,975 2,700 Bamsto 

5300 3300 Bodlgas Bebktas 
13.360 4.600 Citroen HUaunla 
8350 4,310 Carp Fin Alba .. . 

8.910 3. 545 Corp. Mapfre ... 

3.091 2.073 Dragados 

3.600 1.900 Ebre 

3.250 2.440 Electro Vlesgo ... 

2390 1.770 Endssa 

2370 092 Enwgla Ind An .. 

1,650 621 ErCrOI 

8350 3.030 EspCartwret Ml 
1,550 790 Esp Aeon Tudor. 

3.100 3.230 Fasa Renault .... 

690 440 Fecsa 

I. 410 1390 Hldreel Cantab. . 

580 381 HldroU 

732 540 Iberduera 

5.200 2.940 Kolpe.- 

L650 1.000 Mesal Dmo-Felg .. 
1460 1.460 PMnltm Ida Espt- 
26,450 13,000 Portlaad Vaki. ... 

2,925 2.010 Repcol 

885 Z77 SHIACE 

L670 680 Sarrio 

64B 411 Serillana Dec. ... 

4.445 2.715 Tabacalero 

970 765 Telefonka 

603 427 Union Elec-Fen. . 

II, 300 4,900 Unhayef Fonlx . 

3.870 L485 Urallta 

2350 LI95 UrbtaSerJ 


SWITZERLAND 

1990 Price 

High Law H greater 9 Fn. 
20300 8700 Adla tall (Br) 940 

276.0 98.0 Do. Ptg.Cwta. ... 110 

1390 905 AlBwbse Lonza .. 905 
133 72 Da. Ptg. Certs. ... 73 

2360 1,735 Balaise Hid Ptg . L98D 
6310 3340 Brawn 8 awfflrt .. 4370 

1,200 750 Do. Ptg. 845 

2,710 L625 CS HMgs. 1.625 

34320 2,270 aba Gelgy (Be) .. 2,290 

3,230 1370 Do. (Reg) L890 

3.080 1.860 Do. (PtCu) 1370 

3340 2.800 Etektrawatx 3.250 

2350 1.600 El via 1300 

2390 1300 Fischer (Sen J — 1380 

413 193 Oa Ptg 215 

2L940 1,740 Forto L960 

7375 4.250 HoMerbsnk (Br) . 4.250 
5.900 4,600 Halzstaff (Be) .... 4.850 

2350 1,580 Jrimoll 1380 

465 320 Do. Pig. Certs .... 325 

1.575 925 Landis and Gyr... 925 
147 83 Do Priority Pig .. 84 

3365 L120 LeoHIdgsCBr) ... L220 

415 185 Do. Ptg. 188 

990 725 Mag. Globus Ptg 790 

640 396 Mlbon (Rag) 460 

1.845 1.305 Mour-Cofanta - 1320a 

9.240 6.960 Nestle 7.700 

9.185 6340 Da (tag) 7,470 

L1I5 470 Oe^Bahrie 470 

1.880 995 Parana HMg_... 1,070 

500 355 Pirelli 360 

9,850 6,800 Rlctmwn 7,010 

8340 6.000 RKMHUgs(Br) 6350 

4.555 3,240 Do (Genas) 3.730 

12.400 8,500 Sandai (Brl 8.650 

2370 1340 Da. (PtCts) L700 

7,750 4,650 Schindler (Bri.._ 4.900 

L425 770 Da IPlCts) 770 

1,020 730 Slka 750 

8.625 9.062 SunriUsacElBrl .. 5.890 

1300 580 Swissair 580 

35b 260 Swiss Bank (Br) . 260 

294 219 Do. Ptg. 221 

4.000 2.450 Swiss Masce ... 2350 

658 431 DO. Pig 463 

1.865 L02S SwIb Voilabfc .... L036 
4.180 2,580 Union Bank (Br) . 2.640 

151 103 Do. Ptg. 104 

4.600 3300 Winterthur 3300 

B14 574 Da. Ptg 671 

5.450 3.470 Zurich Ins 3.610 

2.360 1,600 Oa. Ptg L680 

SOUTH AFRICA 

1990 Price 

High Lam Hovrter 9 Rand 

18.75 123 AEO - 12.5 

823 55 Allied Tech 70.5 

100 70 Anglo Am Coal ... 83 

147.75 89.5 Anglo An Core - 94 

412 240 Anglo Am Gold .. 240v 

543 29.75 Bartow Rand 313 

7235 47 Buffeb _... 54 

1635 10.2 CNAGalU 153 

107 60 De Bewi/CWUn'r . 63.75 

21 B.75 Deelkraal Gold ... 8.9 

57.75 37.75 Ortefomeln 41 

19.75 7.5 East Rand Gold.. 73 

403 2025 Etandsraod GuM . 293 


1.880 

303 

23 

First Nat. Bonk 

30 

1.100 

39 

29 

Free Stott Cob Cob 

34.75 

632 

110 5 

65 

GoldFleUKSA _. 

65 

3,935 

36.S 

19.75 Haiubeest. 

21 

985 

193 

11.75 Htatwa Id Steel ... 

123 

3.620 

2.84 

1.74 

ISGOR 

1.74 

555 

78 

47 

Kinross Gold 

573 

1.465 

46.75 

113 

Kkwf Gold 

34.25 

414 

U 

2.7 

LI banal Gold 

2.7 

618 

223 

1235 Makar Hldgs .... 

14.23 

2.940 

123 

8.75 

Nedcor 

102 

1.195 

20 

13 

OK Bazurs 

1335 


199>. 

High Low 
1.790 
L050 
1,880 
L750 

18.400 
LZ20 
2,510 
3.830 
L720 
1.780 
1.150 
i8» 

1300 
1200 
2290 

1.130 
1.910 
L370 
2.2S0 
LUO 
L390 

1.930 
1.230 
1.720 
2.200 
L3ZO 

1.330 
791 
1.040 

37.400 
L250 
1200 
Lira 

1320 

1.230 
L480 
3.060 
1.980 
1.460 
1.870 

1.230 
1360 
4.290 
1.720 
969 
2,320 
3.430 
1.910 
L760 730 
1.760 LOGO 
1.730 680 
1240 610 

1.930 L210 

2,050 1,040 
L710 930 
3.670 1.620 
LUO 495 
6.340 3320 
2.380 1,660 
LB60 914 
6,770 2,110 
887 362 

1.420 392 
6,800 3.660 

1.130 466 
1380 680 

1.330 711 
3270 L770 
1.100 540 


Nihon Parkerix. . 

Niigata Eng 

KlkiroSec 

Nikas Core 
Nippon Cud Bile 
NlppoaOenko .... 
Nippon Demo .... 
Nippon EteciGI . 
Nippon Express .. 

Hippos Fire 

Nippon Floor 

Nippon Hoda 

Nippon Kayaku .. 
Nippon Lt Metal 
Hnx> Nml Part ... 
Nippon Mining .. 

Nippon (HI 

Nippon Paint 

Nippon Road 

Nippon Sarao .... 
Nippon Seiko .... 
Nippon Skarya _. 
Nippon Sk Glare . 
Nippon Shlnpan 
Nippon Shbyaka .. 
Nippon Soda 
Nippon Stainless 
Nippon Steel .... 
Nippon Soban _ 

Nippon TV 

Nippon YaUn 
Nippon Yawn ._. 

Nippon Zenn 

NWilmaUu Com 
Nissan Diesel _... 
Nbsui Motor .... 
NlswISangyo ... 
Nhahin Flour .... 

NbshbiOil 

Htehhdn Inds. . 

Nhsbolwal 

Nlssin Electric ... 

Ntssln Food 

N Ksu hi 

NIUoBohAJ 

NIuoDenka 

Nomora .... 

NpriUke 

Odakyu Elec Rty . 
Otibaradri-Gonil 

OJI Paper 

Okl Electric 

Qkuma Mach . ... 
Otrooinra^teml . 

Olympus 

Daren Carp 

Onodn Cement . . 
Don Pharm ■■■■■■.. 
OAoaKl Kaddrarea 

Orient Cure 

Orix Corp 

OsakaGas 

Penta Ocean Can 
Prfnw Heat' Rack'! 

Renown 

Ricoh 

Royal Co — 

Rrabl 

Salun u Bank ... 

Sanden 

Sankyo - 

Sarrio 

Sanwa Bask ...... 

SMwa5butter .. 

Siren Elect 

Sanyo Koknsafcu . 
Sapporo 


Seiko Railway ... 
Selna Transport . 
Setyo Food Sjyt ... 

Seiyu 

Sekbuf Chan 

Sekbui House .. . 
Setts* 

Soma-Eleven 

Sharp— - 

Shikoku E) Pwr .. 

SMmlai Carp 

SMn-Etsa Chm . 

Shkmogl 

SWseldo 

Shoehlka 

SkMosan Jotaka .. 
Sterna AlwnMum 
snowaDcnko .... 
Surma Elec Win .. 
510 SmwaSangyo . . 
930 SbowaSWISek . 

1,880 Skylark 

657 Snow Brand Milk 

5.600 Sony 

725 Staoho Electric , 
475 SanumiiB'llte .. 
1370 Sumitomo Bank . 
445 SmiumCecMM 
390 Sumitomo them 
957 Sumitomo Core.. 
1.140 SuniKema Elea . 
450 SadUnoHeny .. 
484 SteCraoUgteM . 
650 SanhamoMwite 
398 SueilUaMMMta. 
L120 SndumNsMJi. 
895 SumKoma Realty.. 
1.090 SaalumTrtBk _ 
570 SunRomaWiDe. 
S35 Suskl Motor .... 

4.590 TDK 

820 Tabri Carp 


1998 

HIM) Law 
1370 617 
2.800 L650 
964 430 

L450 685 
L160 558 
4,100 2,000 

2.400 1240 

L790 855 
979 490 

L840 961 
L900 7H7 
L2S0 574 
1.890 830 
L68D 610 
L880 695 
5L300 22.900 

4.030 L760 
2380 1.070 
1.190 491 
1350 510 
2.130 946 
L040 475 
1.970 891 
3,320 1.980 
6.050 2,700 
4,025 2.530 
1.140 449 

1.610 923 
5,870 3,130 
2,990 1320 
3.750 1.600 
2,650 L160 
1300 540 
2.230 LO40 

2.270 3,260 

1.030 555 

1310 710 
L750 970 
1,440 830 
L930 L300 
940 411 

2.800 1.460 

1.270 600 
3370 2.200 

1.030 491 
L790 853 
L470 7Z3 
5.390 3.100 

2.610 1.760 
L850 666 
1300 611 

1.400 655 


Tahha Marine ... 
TabhaPbann .... 
Talyo Fishery ..... 
Tekwrtca Elect. .. 
TakuroSbazo .... 
Takashimaya 

Tatada 

Tanabe Sdyako , 

Telffn - 

Tcikokn Oil 

Tekken Const/. ._ 

Toa 

TaMaUma 

Total Railway 

TbelCB — 

Toho — 

Tohoka Electric . 

Tokal Bank 

Tokal Carbon 

Tokico ....... „ 

Tokfo Marine .... 

TokoyainaSoda . 
Tokyo (Bank) .... 

Tokyo B 1 casting . 
nrenEMricPm , 
Tokyo Electiaa _ 
Tokyo Cas ......... 

Tokyo Rope 

Tokyo Steel 

Tokyo Style 

Tofcyu Car 

Tokyo Corp 

Tokyo Land . .... 

Town Carp 

Toppan Print 

Toray 

Toshiba Elea .... 
Toshiba Eng Cm 
TojMba Macfclwy .. 

Tosha kn 

Tosoh Cere - 

Tata 

Taya Construct... 
Toyada Am Loon . 

Tore tab 

Taya Jen 

Tore Kanetre 

ToyoSefkan 

Toyota Motor .... 

Tore Tire -• 

TstekhnouCta 
Tsugami 


1.900 823 473 Italabnn Mtatag .. 6335 

18,990 15.75 122 Rembrandt 13 

2,120 92 5835 Rust Plat— 61 

277 50 30 SataarlwARe*. . 37 

735 1035 625 Sage Holdings 6.25 

46S 41 26^ Smith (CG) FdS .. 27 J. 

3.640 42 29.75 SA Brewers 373 

797 31 1525 SAMang- Amur.. 2D2S 

478 30 20.25 Tiger Oats 2425 

6,600 2025 13 Toogaat Kalett .. 13.65 

1.723 451 243 Vaal Reefs - 250 

1315 195 102 Western Deep .... 1293 


AUSTRALIA 

1990 

IH0I Let 

32 2.14 

14.95 12.2 
232 123 

62 5 

2.93 12 

1 0.43 

694 556 
128 023 

1423 439 

3.04 1.99 

53 4.15 

2.4 L73 
ZS 151 
2.66 1.66 

3.85 25B 

332 14 

L6 12 

9.86 7 

112 73 

28 22 
5.24 4.06 

6.1 3.6 

21 L78 

2.97 134 

4.4 22 

6.86 4.09 

2.45 1.92 

123 133 

61 3.7 

33 2.7 

334 222 


KMsuoGotd 

Lend Lease 

MIM 

Mayne NICkless.. 

Metal Manuf 

Mlnprac Hldgs ... 
NatAasL Bank „ 
Newmont Ansi. .. 
News Carp 

N Bun Hill Prim . 
Padftc Dunlop — 
Pananfi 

Pasminco 

Pioneer Inti 

Placer Pacific 

Poseidon 

OCT Resources 
RridSOP GMfUk .. 
Rothmans Aact. . 

SA Biewlng 

Santas 

Smith (HJ 

Stockland Tsl .... 


Wasfarmws 

WMern Mining . 
WntfMd HWg .. 
Westfield Tst _.. 

Wotpac 

Woods Ide Petrel 
WormaWInti .... 


890 450 UBEImb . 
889 390 Uritika ... 


3.060 1,350 Victor (JVC! 

1.720 908 Wacoai 

2.190 1.370 Yamaha Core .... 
L430 778 YamMa Motor .. 
1,880 770 YamalchiSec .... 
3.560 2,340 YamaaoacM . — 
3.150 L390 YantetateH-yweD 
2.450 1300 Yarnau Kogyu ... 
LB60 919 Yarnau Trans .. . 
2290 1300 Yasazakl Baking . 

1,700 621 YasndaFire 

L300 556 Yasikawa EJen. 
LB40 L070 Yokogawa Elea . 
1,700 955 Yokohama Bank . 


L240 

572 

ZexefCnrp 

714 

AUSTRALIA 

1990 


Price 

Hlgti 

Lew 

Hnvteulm 9 

AestS 

1.96 

0.9 

AFP ... 

0.93 

1.12 

03 

AWA 

032 

5.26 

33 

Aberfgyfe 

3.80 

6.56 

0.6 

Adete Me Steams 

063 

4.48 

3.46 

Amcor 

3.77 

3 

2-05 

Aosftffll Exp) 

2.40 



Amottt 

4.90 

LB1 

L.2 

AshtJSffl 

1.40 

L38 

377 

ANZCrano ... 

385 

2.09 

13 

-, i. Gas Ugta . 


L.9 

145 

Aust Nat Inds .... 

L75 

1L5 

8.74 

BHP 

1040 

168 

035 

BMP Gold 

046 

3 29 

234 

BTRNylex 

2.45 

4.01 

2.92 

Boral ............ 

S.U 

L.47 

0.75 

Orille Copper 

0.7B 

IS 35 

121 

Bram&Jcs b»d?- ... 

13 A3 

L 

036 

Bridge Oil.. 

0*4 

1.6 

0 89 

arierteylms 

0.93 

4.45 

3X2 

BandibergSasw . 

3.14 

3.75 

2.1/ 

Burro PMIg 

5.M 

□.4 

9.3 

CRA 

982 

5.7 

4 A3 

CSR 

486 

?.75 

2.04 

Caltex Aost 

2.06 

1005 

/. 8 

Oral Allied lnd 

8.02 


WONG 

199® 

High Up Hgvecnher 9 

3.57 2.45 Amoy Props. 

16 12.7 Bank East Asia .. 

103 6.95 Cathay PacIHe ... 

143 9.4 Owing Kong 

15.6 11.9 China Light 

293 21 Ortna Motor — 

152 13.4 Cross H'bmrTnl 

102 7.8 Dairy Farm InU . 

2.05 L17 too Heng Hldgs . 

4.1 252 Erergo 

6.35 3.46 Hang Lung 

22.7 16.5 Hang Seag Bank . 

9.4 6.6 Harbour Centra .. 

23 1.69 KeodersoaUv. ... 

8 95 6.D5 Hendenaw Land . 

22.4 132 HK Aircraft - 

122 8.9 HK Chlaa 

9.45 73 HK Electric 

93 7.1 HKLaad 

53 4.2 HKtaaitr&TrA . 

7 432 HKSbaapalBaW . 

5.45 3.7 HKStenghalBolefe 

6.8 52 HKTMeconms. . 

3.87 23 Hopewell HMgi _ 

13.2 7.95 Hutchison Wpa .. 

L44 126 HysanDek — 

U 9 75 Indnst Eonlty P - 

4.65 2.8 Jardlne la Mtr _ 

37.25 22.9 Janflur Math 

18.4 132 JardlntStriglc , 

725 53 Kowloon Motor . 

63 4.25 Mandarin Orient 

12.7 7.B5 New World Dev .. 

72 5.75 Realty Dev A , 

16 12-2 SHK Praps 

5.05 332 Shaw Biol 

2.7 LIB Shell Etec-Mfp .. 

435 23 Slme Darter 

297 1.74 SuiHnngKalCo 

224 14.1 SwfraPaeA 

32 23 Do. B 

9.9 52 Tele 

9.4 655 Wharf HUps 

8.05 3.7 Wing On Co , 

92 62 WbaorM i 

4.72 3.02 World tall Hldgs . 


MALAYSIA 

1990 Pltae 

High Low HnrewteeO MYR 

3.04 2.29 toostcad Hldgs .. 

16.4 102 Gaming 1320 

&4 4.04 HoogLepngded 4.04 

10.7 53 Matson Banking . 6.10 


TORONTO 

Closing prices November 9 

Quotations ki cents unload marked $ 

7543 Abblu Pr *12) 12h 12% + % 

11020 AcManda 5% S%- % 

333410 AgnieoE *7% S% 7I4+ <« 

2032 AUjrta En SIT 18% 18%- % 

241788 Alcan S2D% 19% 201. + % 
3W6 Algo com *7% 7% 7% - L 

137040 A Barrick $27% 33ta 22% - H 
flB382BCeino *39% SB% »>i * % 
20732 BCE D 13 12 13+ 1 

21300 BCE MOM 118% 18% 18% - % 
350 BC Sugar A S14% 14% 14% - % 
2250 BGB A 88% 8 8% 

392806 Bk Mono *27% 27 27% 4- % 

451010 Bk NScot *11 10% 11 + % 

81100 Dolma ral 18 18 IB- 1 

1212 Bomfadr A *U% 14% 14%+ % 

MB340 Bombdr B *13% 12% 13%+ % 

39999 Bow Vlriy *16 14% IS + % 

18240 Bramatea »% 8% 5% 

22375 Broom A *14% 14% 14% 

S7300 Brinmtar 63 58 83+ 3 

13001 BC- Phono 118% 18% 18% + % 

10*72 B/uneor I1B% 18% 1B%+ % 

800 Brunswk *8% 8% ■%+ % 


468000WITVT S5 «S C93 +5 

22724 Cnsurr das *33% 33% 33% 

8400 Conwet B S13 «% 13 - % 

8838* Cairo A I *5% 6 5% + n 

8000 Cosean *0% 8 6%- % 

200 Crown. K 6 8-1% 

47B0D Grown* A I 310 295 295- HJ 

B6QD Dentaon A 75 71 75+ 7 


47B0D Crown* A I 

310 

295 

6500 Dentaon A 

75 

71 

12838 Donaon B 1 

70 

GO 

300 Deri an 

K% 

e% 


10472 Bnmcor 


18% 

A/Vl nruDM* 

*8% 

6% 

7S5DQ CAE 

465 

450 

loaeccL hi 

*7% 

7% 

400 CFCF 


8% 


h 8% 8% — % 

3400 Camblor 310% 10% 10% - % 

1 UOD Cambridg *22% 22% 22%+ % 

2000 Camp Stem *»% fB% »% 

3900 Ca m pa a u I 97 S3 S3 

5843 C Nor WM 130 130 130- 6 

1090 C Packrs *10 9% 10 

3000 CS Pole < 300 300 300 + 24 

226788 C Exprra I U 14 14%+ % 

85957 Cl Bk Cam *2% 21% 2Z%+ % 

1000 C Oedema) SH% 15% 15%- % 

200 CP Forest *27% 27% 27% 

283497 CP Lid *18% 18% 18% - % 

14BB10 CTIre A t *20% 20% 20% - % 

74080 CUtfl A I 533% f9% 20 + % 

M82 CUUI B *20% 20 20% 

1000 Canamax o SB 58 58+ I 

EOOCanamA I SOS 305 305+ S 

2050 Cantor *21% 21% 21% 

100 Cara *14% 14% 14% + % 

22000 Carp A I *13% 13% 13% - % 

300 Carona SID 10 10 

5300 Cascade* 310 310 310- 10 

6780 Cm Capital *8 9% 9%- % 

SSSOConCap A 370 380 360- 10 

2400 CoraFd A *5 9 5 

3000 C Guar Tra 18% 8% 6% 

363 CHUM B I *17% 77% 17%+ % 

7700 Clnaptas 23S 21S 235+ 20 

aiOTCCBov 110 9% *%- % 

98170 Comtaca *19% 19% 19% 

429 Gomptdtog 390 350 350 


12.8 9.42 CeaCoUAmatU.. 10.75 

85 702 Cotas Myer 784 

4.45 3.7 Oomalco 3.75 

1.15 a73 Cnaadar 0.77 

2.09 0.75 Dominion Iking .. 0.«0 

2.42 1.1 EMmML L38 

3.95 256 Email 2-bS 

2 JB 15 Energy Res 1.61 

ZJO 1J FAI bsuranca U6 
3.48 2.51 Fletcher Chi Inge . ZS6 
Z9 Zn GeflPrwTrea,. 3.W 
1.93 L19 Coodmc Fielder „ I JO 

2.75 1.95 KtfdieUl 232 

L4 0.76 HlgMkads Gold .. 1.20 

6.26 3.35 KSAuyt 3J5 

2.25 0.9S Jennings Gratia .. LOS 

12.4 2.49 Joaei(D»llO .... 2.49 


334 

1.82 

2.4 

488 

L74 

092 

U 

u 

MubonUtdlnd 

MoHI Purpose . 

Public Bank .... 
Stow Darby 

1.80 

0.96 

132 

3.50 

SINGAPORE 

1999 


PfTrj. 

High 

Law 

Hnrenritef 9 

S3 

2L87 

132 

CnUStarooe .... 

1.89 

13.9 

05 


8.80 

10.4 

6.4 

Fraser A Heave 

6.60 

3.14 

1.99 

Haw Par Bras ... 

1.99 

5 

338 

Incfcrsue DM .... 

3.60 

1.L5 

4.78 

KeppelCnrs. ._. 

4.7B 

13.4 

66 

ocac.. 

7.0D 

5.9 

182 

OUB ...- 

4.08 

213 

123) 

S' pore Air Free . 

12.90 

UA 

035 

Staganare Press 

6.75 

3.92 

235 

Straits trading . 

238 

3.96 

2.91 

TatUfffe* .... 

110 

7.1 

4.96 

DOB 

530 


frOfl Dlctomn A I 450 44q 440- 10 

15080 Oofuca *17% 17 W - % 

988 D Texttla *8% 8% 8%+ % 

6000 Oomur *9% 9% 9%+ % 

7500 Echo Buy Su% 12% «%+ % 
ZSSOOEmcn SS% 5% 5%- % 

7700 EquUySv A 85 80 89 + 8 

29FP1LM 485 485 485 

8290 Fad Ind A SB 7% 7% - % 

100090 FCtty Fin 37G 375 375 

21800 FMaralhA f 58% 8% 6% 

400 Ford Cnda 5114 1IZ 112 - Z 

laraFortta #21 21 + % 

9000 FnurSnasn 1 S13% 13% 13% + % 

4800 Franco o SIS 15 15 

34771 GW UAI S36 35 % 38 + % 

18700 Galactic 168 182 188 + 3 

138900 Olamts 319 300 300- B 

iBSOGokteoref 415 aifi 415- S 

1000 Old Itntetn 51t% 11% I1%- % 

300 Grafton A f 265 Z85 299- 18 

ETWOGrangdt 1S3 150 153 + 9 
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Base values of all Indices are 100 except NYSE Ail Common-50,' Standard and Poor's-lO.and 
Toronto Composite and Metals- 1000. Toronto Indices based 1975 and Montreal Portfolio 4/1/ 
83. t Excluding bonds a Industrial, plus Utilities. Financial and Transportation (el Dosed OH 
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**Satmtay Konka * Taiwan Weighted Price: 330486 Korea Cm Ex. 7ia96 
a Subject to official recakutaUan *0010110144 at 15 00 GMT 

8ase vadoe of all Indices are 100 except: Brands SE. SEQ Overall aad BAX - 1,000. JSE Gold - 255.7, JSE 26 
tadustrUs -2b4J and itasiralla All OnJtaary and Mlplag - 500; 03 Gawd, ta) Uaaval table. 
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For further information in North America please call; 
JoAmd Greddl 212 752 4500 
or write la her ai 

14 E ast 60th Street, New York, NY 10022 
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CORPORATE 

SECURITY 


The FT proposes to publish this 
survey on December 13 1990. It 
will be of particular interest to 
the tens of thousands of 
Directors & Managers who 
make decisions regarding the 
purchase of security services who 
are also regular FT readers. If 
you want to reach this important 
audience, call Jessica Perry on 
071 873 4611 or fax on 071 873 
3062. 


FT SURVEYS 


COMPUTER 

NETWORKING 


The Financial Times proposes to publish this 
survey on: 

20 NOVEMBER 1990 

For a full editorial synopsis and advertisement 
details, please contact: 

MEYRICK SIMMONDS 
on 071-873 4540 

or write to him at: 

Number One 
Southwark Bridge 
London 
SEI 9HL 
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MONEY MARKETS 

Hedging support 


POUND SPOT - FORWARD AGAINST THE POUND 
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A weak dollar and a less 
buoyant pound are leading 
finan cial markets to look 
towards the Middle East for 
possible support, but as yet the 
evidence to say the least is 
ambiguous. 

The cost of keeping troops 
and 10101817 equipment in the 
Gulf region is considerable, 
and the economies of some of 
the main participants, the US 
and Britain, are not in the best 
shape to support such .a 
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conunitment The US alone 
will soon have over 300,000 
personnel in the Middle Oast, 
protecting . one of the 
wealthiest areas in the world. 

US opinion has not been 
slow in suggesting that Kuwait 
should contribute to the cost of 
restoring its sovereignty, and it 
rain be assumed mat similar 
arguments may apply to Saudi 
■Arabia. It is not surp rising , 
therefore, that there has beat 
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speculation thifclast week's US 
Treasury reftt ©fltaif auctions 
could have , masked very 
demand 'from Middle 

- Eastern buyera. f >'• V 

Mr Neil -MacKinnon, 
economist at - Yamaichi in 
London, eathnafas fiat Saudi 
Arabia wfflmake an extra 

$36bn this year mxn'-ldgher cal 
pr ipgw s is flrirly obvious that 
this mraey wffihe hi vested in 
the West oar Japan. Before Iraq 
invaded Kuwait, Saudi Arabia 
hdd about 28 ' pex cent of its 
monetary assets 'in. the US. 

Mr David Deafem, at IBkko 
Partir, believes that the Saudis 
will contribute to their own 
defence by tunneling money 
mfai the US and possibly the 
UK, but *h™ for there is no 
firm evidence. - 

. The market did, however, 
take no<» when Middle Eastern 
buyers bought about the same 
20 per cent as Japanese 
investors of the US three-year 
paper auctioned last Tuesday. 
The same sources took 10-15 
per cent of Wednesday’s 
10-year notes, and 5-10 per coot 
of Thursday's 30-year bond 
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7 40 19% 19% 10 

7 100 2% 2 2%+ % 

45 074 39% 85% 35% + % 

33 300 0% 6% 8%— % 

13 11 29% 20% 28% 

13 3390 30% 38% 29%+ % 

9 1979 19% 14% 15 - % 


a* 4% Ampca 60 5.1 7 172 8 B 0%+ % 

B% 3% Amra .12 26 9 m 4% 4% 4*+ % 

5% 3% bmp 1000 4% 4% 4%— % 

25% 17% An&Ol 160 76 7 49 18% 19% W 

5 1% Anatmp 7 109 2% 2, 2%+ % 

30% 30%Ai»ftt 60 6 45 074 55% 55% 35%+% 

9% S% Analog SB 309 5% 6< 8%- % 

33% 27% AngaOe 68 36 13 11 29% 29% 29% 

49% 34 AnbQua 1 26 13 3380 39% 38% 39%+ % 

39% 13% Aotiana 91979 16% 14% 15 - % 

17% B% Andmy 4.44b 60 8 30 7% 7% 7% 

43% 26% Aon qj 162 49 01507 >1 30% 30%+ % 

»% «%ApBdia 69 16 20 1327 17% M% 17 +% 

11% lOVAjm 63 96 3 157 11% 11% 11% 

15. 6% AppMlg IN 7% 7% 7% 

25% 17% AreftO a .10 4154097 23% 22% U + % 

44% 29%Ai«oChZ90 74 » 219 34% 32% 34 +1 

13% 5% AitAlak 9 15 5% 9% 5% 

33% 19 Arid A.15a 2W U9 M% W 19 - % 

27% t8% ArMo 1.06 46 103004 22% 20% 22% +3% 

61 30% Adda pi 3 7.1 8 43 41% 42 + % 

11% 4% Am 40 61 19M 4% 4% 4% 


20% 13% Apadia 69 16MUE7 17% 10% 17 +% 

11% Xt%Apaa 63 96 3 157 11% 11% 11% 

15. 8% ApoMfl IN 7% 7% 7% . 

a% 17* Arete a. io 4154097 23% 22% 33 + % 

44% 29% AreoCh 260 74 » 219 34% 32% 34 +1 

13% 5% AlCAIak 9 15 5% 9% 5% 

33% 19 Arid 0.13a 2W U9 M% W 19 - % 

Z7% 19% Adda 1.06 47 10 3004 22% 20% 22% +3% 

61 30% Adda pt 3 7.1 8 43 41% 42 + % 

11% 4% Aim 40 61 1909 4% 4% 4% 

33% 17 AnocpB.10 12. B T7% 17% T7% 

45% N Anne (4460 16. 19 30% 30 30%+% 


17 9% A99na 


AIMna I W. 19 20 9% V 

MOn 264 9.710x03 31% 304 
AflEnrg 296 96101371 33% S3 1 


39% 31% AKnrg 266 96 

142% 97% AflfUdi 5 36 

340 334 ABRapAN 6 

17% 7% ASM 
18% 15% ATMOS 1.13 96 


19% 15% AT1I0S 1.18 96 12 13 

4% 3% AudVd m « J 3 3 

15% 3% And 40 46 * 123 8% 5% B%- % 

2*% 8% AuWT 67a .7 188 9% 9% 9%+ % 

90% 44% AuPPDt ,T0 16 M 1920 52, B1% 92 + % 

9% 4% Avalon 4 4* 4% 4% 

33% 1S% AvaryD .72 48 10 U42 n 19% 18%+% 
33% 21* AvdM 60 26 M 375 23% 23 23% - % 
39% 22% Avon 1 36 11 2988 28 27 27%+ % 

39% 32% Avon pi 3 76 483 27% 2B% 27%+ % 

13% 10 AydM la 96 • 34 10% 10% 10% + % 


33% 21% AvnM 60 26 H 375 23- 

39% 22% Avon 1 SB 11 2398 29 
39% 22% Avon pi 3 76 483 37] 
1B% 10 AydM 1# 96 • 34 10! 


40 N% BCE g 263 220 

Z7% 19% BJS 9v a 390 

11% 4% BMC BN 

35% 28% BP Prv 3671 1L 10 91 
29% 23%BRE 240 «. 9 8 

13% 3% BRT 1.49a 61. 2 304 

19% 3% Baimco 60 46 04 

34% 10 SabrF nS44a 21. 37 

34% 20% BatoHli .40 1J 20 9089 
21% i6%&aUor 48 26 12 14 
34% 29 Ball 1.H 46 14 3N 


239 33% 33% 33%+ % 
390 22 21% 22 + % 

BN 4% 0 4% 4% . 


10 91 31% N\ 31%+ * 
B 9 23% 23% 23% — % 


17% 2} SathM & 2357 4% 4 4% 

1B% 4% Baflaep 60 H 41003 6 d4% % 

34% 34% Same 110 76 13 VZJT M% 38 »% + % 

54 48% Ball NM4V M z10 «% «% 40% - % 

35% 19 Bncona 1A4b 46 82012 34 2S « . +■ 1 , 

10% 3% Bncfila ■ *% JV 3% + % 

39% 24% BcBKV 160a 96 2 27 20% 2S%- % 

l33 % BanTa* 63 1364 3-16 S-M-1-94 

ST N Bandas 1 16 M 143 79* 75% 7B% + 1% 

21% 9 BtBoet 40 96 4441 9% 8 9% + % 

SB 21% MB MA34Ba 19. 13 »% H% M%+ % 

34 31 MB pC637a IS 11 », 2% £J%“ % 

82% 99* MB (ftCSlOa T7. *770 37% 37* 37* + * 

17% 1 BWffi 1397 1% 1* 1* 

44% t3% BOff 112 12 41810 19 T7% J7* 

38% 24%8NY adASSM IS N 38% 39% 28% + * 
33% 17% BnfcAm 1 46 815190 22% 21% 22% + 1% 


96% 5S%BkA0t 9 TO. + 

47% 38% BxnkTr 263 S7 4192B 35* 34 36 + . 

14% 0% BnrAa n 40 S% 9 a 

17% 4% Bmnar a 1IN 7% 8% 7%+ % 

30% 21 % Bare* a60) SO 14 102 27 27 27 - % 

26% 21 BarBp(2.79 IS 12B 22 21% 21% + 

26% 20% BarB pC.72 IS 200 21% «% 21% + 

36? 21 Barfl Sc49a 26 20 22 21% 22 - : 

a* 12% Bard 44 2J7 20 29N «% 15% 10% + 

33* SSh BamQp 1.40 5613 11 Mj 34% 24%- 

37% 14% Banian 162 76 73174 15% 17% 18% + 


26% 21 BarB nfC4Ba 26 25 22 21% 3S - % 

a* 12% Bard 44 S7N2NB «% 15% 10%+ % 

S3* asi BamQp 1.40 56 13 11 34% 34% 24%-% 

37% 14% Barnan 162 76 73174 1J% 17% 10%+ \ 

7% 5%8araMn60 S3 690 0% 0 0%- % 

21% 14%Baaa n 2.15a 11.18 23 19% 19* »%- % 

19 6% BaUMt .10 1630 21N 6% 6% 9% 

73 52% Bawcll 162 26 M 394 00% 69% 9D% + 1% 

27* 29* BaxMr 64 24 4797 29% M% 29%+% 

30% 30% Bax MAS44a 96 M 37% ST 37 - * 

91% 62% Bax p836D 46 MB 77* 79% 77 +1% 

3* 7-l6*tBmfln 16 11-19 % % 

a% n BajrSGs 169 96 11 x2t 19* » 19% + % 

14* 7* BaarSl 63b 76 93349 8% 9 8 

N% »% Beamg 64 43 12 » 14% 14% 14% + % 

12% 0* Baazar .72a IS 4 154 7% 7* 7* 

19% 11%Bdd<N 69a 2611*U8 14. 13* 14 + % 

74 U% BaoDk 169 16 16 tin 71% 79% Tl% + 1% 

33% 21 BafttaH .94 SI 10 B 2D% d»* 30*-* 

57% 39* BailAJI (268 46 W 3085 53% Sl% 53 +1* 

19% 12 BaOM 40 26 K 397 13% 13% «%+ % 

59% 49 MHO 268 5JM6 3N1 55% 83 N%+ % 

39% a BafoAH 62 1623 6 »* 3% 23*- % 

37* 25% Banda J2 V U 942 29% 35% 29% + % 

B 34% BanICp 240 S2 7 797 88% 37% 30 +1* 

49 43 Band pMJD ML *70 43% 43% 4S%- C 

3% % Bugs 8 147 15.16 % ,%-J-IO 

18% II* Bamlon 67e 92 1 15% 15% 15% - % 

3879 5600 BerkHm 10955x990 992$ 5B75 9026. +140 


23% 13 Barite n 60 3420 106 «% M% «%" % 

19 12% BeijP Mb S2» » 17% lf< 17%+ * 

«% 4* Bet&r 7 «® s i* *y W+ 1 

21% M%BoBiSa 40 3611 1697 11% 11* 11*- * 

60 37% BWS1 pi 9 is a N 38 N 

28* ffi%BMpNSN IS IBS »% 10% W%- % 

7% 3% Bavr* 42 3040 7% j\+ % 

25* 10%Btofl* .10a 690 137 18 12% 12%+ % 

29* tO*BfrS9 SO 


3611 1607 11% 11* II*- * 
m 24 38 N 38 

IS IBS W% 19% W%- % 
42 2040 7* 7% 7*+ % 

690 137 13 12% 12%+ % 

47 9 129 11 10% W%- % 

44131104 « Si 9 


29% 10*BlrGtl 50 47 9 129 11 10% W%- % 

21% 9 OidO .40 44 01104 9 Si fl 

a? 4* 164 Bin 20 »% ao%+% 

10% 9% BftWv n6B 84 295 10 0% 9%+ % 

9% 7% Bftfttn 165 IS 813 5% 8* 8%* % 

10% 9 0fl«-T 66 “ , 10 9% « + % 

43% 30 BUM) 169 SO10N4 «% « «%- 1 

* ilVfflgdE 27 4775 21 3> 11 +.1 

7* 5%SSSpJ5o IS W0 5% 5* S % + % 

01% 39*Boalng3 1 22 14 xlTBWM* « «* + \ 

46% 19% BatadC 152 SI 91273 29% *4% 24%+ % 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


C&'oa 

12 Monti H SM Qm Prar. 

HWl Inn Stock telHE 1 09a* U «li In* OMbOsM 
7* 3% BoOar 60 16 84 4% 4* 4% + % 

11 3* Band 33 4% 4 4 

8% 7% BorriC pr1.7Ba 23 8 513 8% 7% 7%- % 

12% 7% BortOl 1.78a ZS 9 ISO 7%d 7* 7% 

37 1 27% Borden Bl66 17 3196 29% 28% N + % 

H* M* BCata 220* 14 13 10 16% 19% 18*+% 

22% 10* BeelEd 152 .76 213 19% K* 19%+ * 

93 9$ BoeEp 068 10. zIN N » « -1* 

16* 14% BoeE (ftl.N 96 1 14% 14% 14% 

20% 19%Bonir120 U 71978 17% 17% 17%- % 


»* M* BCete 320* 
22* 10*BoMEd162 


93 9$ BoeE pM48 TS ZlN N 

16* 14% BoeE (ftl.N 96 1 14% ... 

20% lfl%Boneir 160 U 71978 17% 17% 17%- % 

14* 7 BnztlSISe 4S 55 7* 7% 7*+ * 

34 20* Brig&l 160 66 9 58 24% 24% 24*+% 

96% 8a*BiUy8q 2.12 S4 34 82082% 60% 92% + 1% 

N% S BritAlrSOBa 76 9 Mi 27% 27% 27%+ % 

40% 2B% BrttQaa 263a 56 11 210 42% «% 42%+ % 

88% 99% Brtft427« 96 19 779 7V* 78% W*+ % 

U* 8* BrttP *1 30 10% 8% 10 

2B\ 19% BrftSi 169a S5 G 112 21* 23* 23%-* 

67* 40 BrttTal 260a 5612 710 51 GO* 90* - % 

12% 9% Broadto 20 96 4 477 3% 9% 3%- % 

37% 25% BMP 123a S7 13 19 32% 32% 32%+ % 

12* 9% Brooks 69 47 10 102 12% 12 12 - % 

32% 29 BMyUQ 184 1214 214 29% 39* 2B%+ * 


88% 99% Brt&t4J7« 
W* 8* BrilP «t 
29% 19% BiM8 165a 
67% 40 BrlfTal 260a 
12% 9% Broadto JO 

37% 25% BMP 163a 


32% 26 BMyUQ 154 1214 214 29% 30* 29%+ * 

29% 29% SkUQ pO.47 9.1 4 27% 27 27 

17* 0% BvnSi 62 36 13 179 0%d fl 0%- * 

31* 19%BnRlG|l 160 7.7 11 N9 20% d!9% 20%+ % 

49% Z1% BrwnFr 64 2613 0019 0% 22% 22%-* 

19% ft% Bronk .44 66 81902 7% 7% 7%- % 


26% 1% 
28% 22% 
17% 12 
14% 10% 
16% 8% 
39% SZC 


BrwnFr 64 261313018 23% 22% 22% - * 

Bmwk .44 66 810M 7% 7% 7%- % 

BnMM .72 S423 2SB 73* 12% 13*+ * 

Blitter* 260 It 8 194 24 23* 23% 

12 * Baked UB4 It 17 13% 13% »% + % 

10% BKtnv 164 14 10 Bt 11% 11% lt%-% 

9% BurtCt a 7 19 9% 0% fl*+ % 


BibSMi 160 46 78831 24% 24 24%+ % 
BriRK M 16 SB 1013 43% 42% 43%+ % 


90% 38% BrtRee 20 16 281013 43% 42% 

20% M*SarnfiP 768 12 30 300 11% 17 

11% 1% Buddd 203 1% 1% 


1230 3DO 71% 17 11% 

11% 1% BuaWd 303 1% 1% 1%- % 

- c-c-c - 

32% 74%C48 SmniJI 96 728N 16% 16* 19%+ % 
44% 2B% CBI In 60 16 16 283 37* 35* 30%+% 
209% 161* CSS 440 2J 13 373 184% H0% 184* +4% 


18* »%+ % 

^^ 4 > 

;*. k 


02 72814 37* N 37+1 


3* 1S19CCX 22 1* 1* 1% 

15% 4% (SOI a 27 fl* 9% 9% 

7 1%CFMco 1 61 334 2 1%2+% 

89% 33% CIGNA S04 92 72814 37% 36 87 +1 

8% 4% CUM 60 20. 421 4% 4% 4* 

24* 10*CIPSCOf64 9-4 II *19X222% 21% 22 + % 

22% a%CML 7 toe 14% 14% 14% 

30% 25* CMS EnaXB 16 042N S5% <05% 26%- % 
12* 2% CMS Edit 23 92 3% 3 3 

108% 49*CNAAi W 218 N* 64* »*+ % 

12% 8* CNAI IK A 25 0 % 9 0 - % 

94% 62 CPC 2 26 17 987 78% 79% 78% +2% 

34% 23* CM 68 2213 95 26% 24% 25 + % 

0% S% C« B616B 19. 204 7% 9% 7 

12* <0% CRI Uq2j4fln 21. 43 11% 11% 11% 

21% 10 CRS8 .« 16 10 470 12 11% 12 + % 

39% 20 CSX 160 56 72104 20 27% 27% + % 

174 174 CSX pi 7 46 1 173 dJ73 173 + % 

24% N%CT3 .78 4.710 14 16 d16 W - % 

22% 11%CUCM 38 m2 19% 17% »%+ % 

10 2% CVRB 6Br 32. 4 N 3 2% 3+% 


aOM 60 20. 421 4% 4% 4* 

CIPSCO 164 54 II kI0M222% 21% 22 + % 

7 MO 14% 14% 14% 

16 042GB M%d25% 2G%- % 
23 82 3% 3 3 

10 219 35% 54* 55%+ % 
IS 25 8% 9 0 - % 

26 17 997 79% 78% 79% +2% 
22 13 95 25% 24% 25 ♦ % 
19. 204 7% 0% 7 


174 174 CSX pi 

24% MlfCTS 
22% 11% CUC M 


21%Cb9Mro .73a 26 « 205 


25 Cabot 164 37 10 71 28* 

14 CMOS ft .16 6 88 1Z% 


1617VB 171 
102940 182 


2% 3 + % 

29 S%+ % 

22% 21% -1% 

17% 17% - % 

16% 17%+ * 
15% 15% — * 


2% CaFad .12 S7 2338 3% 2% 3% + 


3% 2% CeIRE 60# 
10% 6 CaMn 

39% 19 Cabaai 64a 
1* 5-10 Caten 
1% % Cnerfi B 

92 43% CampBp 1 

22% 14% CdcPc g 62 
3% 1 CasCa 

933 380 CapCttx 60 
54% 20%CapHM 160 


IS 32 2* 2% 2%- % 

23 8% 6% fl? - % 

SI 10 532 20% 20% 20%+ * 

43 5-16 $-16 9-K 
38 7-19 KK52 WB 
26HBSB81 SI »%»*+% 
3127 19 15% 15% 

9 1% I 1% 

.1 13 244 389% 384% 388% +9% 
S3 91010 31% 28% 31% + 2% 


18% 11% CapaU 228 IS 6 37 12% » 12% + % 

14* ia*CapMpn60 IS 41 11 10% 10% 

B* 1* Caroer 92 i* i% i%- * 

28% 27 Cantata 164 4610 1 27% 27% 27% 

>9% 5% CarvtcP . 10 291 9 5% 6 + % 

21 10% CbraR 60 SS 208 II dTO* II + % 

48 36 CaiPw 262 96 13 ON 45% 44% 45% + * 

87 38* CarTao S40 M I 1M » 37* 37%-% 

6* 3* Carglnd .10 26 7 2 4% 4% 4% 

8% 1% CariHvr 40 421 3 2% 2%- * 

00* 44%eanwi 62 1614 195 48 47 48 + % 


1% CariHtr 49 421 3 2 

44% CadVfl 62 1614 195 48 47 

15*CmoN0162 761 2 39 17* 17 

7* CabAm «65 6 22 161 IS* 14' 

29% CadKK 10 1400 31% SO 

36% Catarp 16Q ZS 14 33aB 41% N 

10%0«bFr169 It a 70 12* 12 


13% 10%CadrFr 169 It 9 70 12* 12% 
43% 22% CanM ■ 65 36 40 1455 »% 27% 
21* 19* CanKn 160 36111091 17% n% 


37* 37% - % 

% \X- * 

47 48 + % 

17% >7* 

14% 10 - % 
30* 81*+ % 
30* 41 % + 1% 

12% a%+ % 

27* a%+i 


44% »% canto* M 12 3 240 »% 20% 20% + * 

44* CerdW 27B B4 12 ON 43% 42 43% + 1% 

20 CanHud 164 96 10 37 22* 22% 22% - * 


23% 13% cnNvm .40 2 A 

29* 21%Cim 269 86 

13* 12%CanlBk n 
38% 21%CM+n 62 16 

33% 23*Ctee>ln 1.10 46 

11% a* ciipsa .20 36 

15* 7% CMHOU 

6 3* CMC JBO 16 

38% 8% Cbaaa 160 It 

92% 34%Cta#pnS2S M. 
44% 24 One pE45Be IS 
40* Z Chaa p4F4.t3a 17. 
29* «* Ctaa (40262 13 

29% 19%Omp«264 13 

7 3 Cbaua 


86 12 839 43% 42 43% + 1% 

_ 9610 37 22* 22% 22%-* 

61% 49*CldUpM60 SI 2W0 48* 40* 40* 

38 31* CoLmB 2.68 76 0 78 34% 34% W%+ % 

2D* WaGaMPw 169 87 10 273 W T7% 17% - * 

25% 13% cnNvm 60 26 T7 4 18% 18* 10% + % 

' 86 10 46 34* 24% 24*+* 

38 13 12% 12% 


16 N 282 27* 25% Z7% + 1* 

46 81819 34* 23* 34%+ * 
36 10 1 6* 9% 9* 

11 88 8* 8% •%- * 

16 BN 3% 3* 3% 

X2 8089 10* 10* 10*+ * 

M. 97 » 37 39 + * 
IS INN* 27* 29*+2% 

17. SIN 23% 25 +1* 

13 30 19% 19% 19* ♦ * 


4* 1*ChBkB 69 


11 INN* 27* 29*+2% 

17. «31 28 23% 25 +1* 

13 30 19% 19% 19*+ * 

13 49 19 10 19 + % 

Z7 37 2% 2% 2% 

W% Chained 168 97 10 SO 20* 20 20*+ * 

0% ChntBnk 1 96 26444 11* II 11%- * 

" 72 MOB 1% 1* 1% 


9% S CMpICJOa 11 1716 5% 5% 5%+ % 

42% 26 CbBk pM69a 13 N4 28% »* » + % 

N 22% ChBk PH.O* 13 MB 27% 28% 27 - % 

27% 17*06 00060 13 M2 20* 16* 20* + 1% 

27% 1T*.CMWe .18 J 20207 21 20 21 +1 

21* 12*ClMpk .72 5611 297 13* 12% 13 - * 

91* 91 Ctaavni 310 46 40 4479 68% 87% N% + 1% 


09% 119% Chtote 8r 56 19 3 12 

77% 84 CMMIpl 3 15 2 7! 

22* 11 CHa 64# 36 54 1 

38% 35*CUtaa . 17 444 2 

N% 18 Oteuto 69 16 14 1194 2 

S* 3%ChkFu»6« 32 11 MB 
39% 34 CtotaCr 1611 90 15 079 27 

10 6% Ghrtabi 29 10 1 

20% 9* Ctoyalr 160 11. 9746 1 


a 121 121 121 + % 


33 


Chubb a 162 26 53990 
ChrOM 62 21 22 EBB 


15 2 77 79* 77 

29 54 11% 11* 11*+ % 

17 444 M* 29 M*+ % 

16 14 1194 28% 27% a*+ % 

66 11 KB 4% 4* 4* 

9015 079 27 29* »%+ * 

» 10 17* 17* 17%+ % 

IT. 9746 11% 11 11%+ % 


«* N AimcpM.S0 11 IB 30% 30 30%+% 

42* 18 AntfMI.18 55 51(05 21* 20% 21 

7 3% AroaC « 9% 3% 3%+ % 

18* 8% AiwE pn64 11 9 12* 12* B% 

19% 5 Arm 91 7* «* 7* + 1 

M 13* Ante 68 43 9 « 15% 15% 18%+ % 

34* 22% Aaarca in 96 5 208 23% 9% 23%+ * 

27* 13% AaCoa) 60 1612 20 71* 21% 21*+* 

40* 28% AabOt 1 36 9 201 29* 28 28%+ * 

22* 0% Aa tape. 64a 76 47 11% 11 11 - * ' 

10* 9* Aaattnv 160a 73 4 252 7* 7* 7*- % 

N* 14* AodMQ .12 647 82 24 23% 23*- * 

17 •% ABlfcn I W.10 a 0% B* 0* 

32* M* AflOav 264 1710x535 81% 30* 30*- % 

39% 31%AflElwstN 86 IQ 1371 33* 33% N*+ * 

142% 97% AIRleh 6 36 12x2882131* 1»% 131* +2% 

340 234 ABRapON 6 x2 313% 310% 313%+ * 
17% 7%AUM « 93 9* 8% 9%+ * 

18% 13* ATMOS 1.18 9612 13 17 18% 17 


T-MxtCbvroo 
30* »%aicnrp 2.48 76 12 184 33< 

29% IB* CiwB4l .19 36 16 373 

32% N ClnQE 260 tl 7 461 20 

61 74% CtoO jd 764 86 cHO 79 


49* 44% 4S%+ * 
IS* 16 IS* 


49 11-18 0-19 0-18-1-18 
76 12 134 S3* 33 33*+ * 

36 16 373 22* 22* 22* + % 
ti 7 461 a% a* a* 

14 zUO 79 79 79 - * 


W* 9l*ClnO pf IN 16 z20 98* M* «%+ * 

21% 8%CitiMH .72 76 N 515 9%d 8% 8*+ * 

11* 1% CUaOd an 2 1% 2 

9* 7-WvJOheK SOB * * *+ * 

» 9 CkCty .10 6 63240 10% 10* M%+ % 

70% 85% Ctreua 10 614 41* 40% 41 


31 10% CHcorp 1.70 IS 20097 12% 11% 
98% «%cneppl 8a IS Cl 48% 42% 


79* 48*Clfcpp(A7e IS 
a* 17 Ctopptaa 11. 
N% 11 ClytaC 64 56 

25* 1* CttyBcp 

23% 9% CtabSt .M 6 

47 21% CtarkE 

13* 7% CtaytH 

11* 8 CtomGfc ,19a 16 

38 19* CMV N 17 

45* 32* CtDTOX 164 46 

a* 14%CtabMd X 1.7 
0* 3% O n aa b a i 69 32 

IS* 3 CaaaOv 60 it 

38* 29 Condi *60 1.1 


IS 98 54* 88 

11. MS M* 20* 

56 7 190 Q% 12\ 
00 1% 1} 
6 11 01« 12* 111 
7 314 34 234 


*aV+\ 

24 + * 


48% 32% CocaCl a 60 14 T7 8581 44 

18% 12%CocaCE 65 62*1180 14 
31 19%Coaur ,15a 622 108 17 
74 32% CelgP 1 60 26 18 1742 N 


19 303 12% 12* 12*- * 
106 9% 8* 8% 

17 7 7 21* 21* 21*- * 
4613 810 33% 33* 33%+ * 
1.7 0 270 17% 17 17% + 1 

32 aa o% a* i* + % 

IS 994 3* 2* 8*+ * 
1.1 191904 N% 35% 38%+ % 


6T7 3N1 44% 43* 44% + 1 

6241150 14* 13% 14%+ % 
622 M6 17% 17* 17*- * 


91* 54 CoMP pHa 
ash 74%C0^ta JO 
9% 9* CoMn 63 

12 8* Colin nUB 

8% 4% CoflHI IN 

12* HMiCnOnv n N 


76 ZtOO 54* 54* 
1411 740 15* W% 
96 273 9 8% 

11 9 495 9% 9 

23. 323 4% 4% 

11 107 11* 11 


fl* f% CoOlu .72 9.1 193 8 d 7% 7% 

84% 41* ColOa UO 46 10 3711 48% 48 <S*-1* 

2S% M* Comte 41 14 7 301 15* 15* 15% + % 

Z* M%CadUH 42 60 8 *1 17% 17* 17* + % 

11% 4* Cnradra Mine r* S% J + * 

40% 27%CnwE 3 86 4885 34% 33% 34% + * 

21* 19 CaE pr IN 14 23 20* W% 20*+ % 

aah 19% CaE pr 2 96 11 21* N% 21*+ % 


28% 34 CvE pr 247 96 0 23* 25* 25*- * 

a% 85*oetot97 11. 14 28% a% aai- % 

39 a* CM1E& 262 11 10 88 32* 32* 32* 

M* 71* Conaal 162 11 7 TO 2l%d21% 21* 
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M* 63 Gai«e152 1512U12 82% 91% 83% + l* 

58% 3l%Gn«9n*1J“ MHMSV 32% 33*+ 1* 


8* 3 Carmen 

14% 9 QnvSfl n 

a 1% (MW 
42% 33* CantrPl 1J8 
IT 4% GaGufl 


54 18 isasa* 32% 33*+ 1* 

0 as 3* 3* 5*- % 

a 230 9% 9% 8% + * 

277 2% 2% J*- * 

19 M 991 39 35% 30 + * 

1 196 5% 5* 8*- * 


Orge 

12 Maab Pi Sto Clam Pr«v. 

High Lam Sat* Dtv. Ytd.8 MOaHlgb Lorn OmtoCieaa 
a% 25%Gsfier pE.43 14 4 a% 25% 25% , 

25% 33* GePw pSN S7 a 31* 23 * 23%-% 


a% a%QaPW pE.43 S4 4 23% 25% 25% 

25% 33% CaPw pCLN 9.7 a 84* 23% 3%-% 

S% J4% GoPvr pQ.47 04 13 25% 2S* Z5%- * 

29% 25*GaParpr2N 94 S X 25% 26 - % 
»* 24%GaP»pSJZ S3 3 25% 25 * 25* + * 

28* 25* GaPw pc.75 11. I 25* a* 28*+ % 

N* J8%GfhPd IN 22 N 912 SS* 54* S5%+ % 

15% 7 GarbSc N 18 7 173 7 % 7* 7%+ * 

33* H QBfFB 25a 11 MO 11% 11% ?!%+ * 

33% 10% G*tty 28 2L011 3a W% d9* 9% - % 

a* 7%aAMT 2i 40 ri r% 7%- * 

15 7% Glailll n JO 18 5 27 7% 7% 7%-* 

S3* 42%Glltata 1.06 14 21 2450 S0% fi9* G0* + 1% 

36% 10% QHana 9 i 12% 12% <2% 

N 22% Glaxo 1JB4 3.4M3B51 30% 30 * 30%+ % 

9* TltOtaanC 2D JJ 8 9 a IS* 13 + * 

18 S* Salted 40 11 21785 0% 9% 0%+ * 

T% 8% GMht 40 IV 3BS 7% 7* 7% 

10% 0* GinePI 47a 10. SH 9* 9% 9% - % 

8% a* GBM n 1306 5 4% 6 + % 

4% 13-19 GSM wl 93 3 2% 3 + * 

12* B% OHM 0.418 46 236 Ml* >0% 10% 

9 7 ova rid 68 w a asa a* 8% «* 

41* U% GJdttgg 7 417 14* 14 M*- % 

25% a Qktvu a 9 118 10 9% B% 

«* 17%QUWF MS 4 0*183721% 20% Z1% + l 
3 *GoMam SBC % *9-19 

47% a*GCrtetl 212 10 8 233 55% 33% 35* 

47% 54* Gdrch pBJO 11 1 38* 38* 38*+ * 

48% 14* Goody? IN It 9«fi137 14* dl3% 13*-% 
IS b Goetei 17 u m% io% io%-* 

33% 17 Gm 1.40 7.1 8208 19% 18* 19%+ * 

24% 1S% GrcaEn 24 895 M* 10* 18* 

23% 15* Green 60 84 0 11 IB 17% W + * 

78% 54% Qrokigr 1.19 26 13 ON 68 * 67* N* + 1* 


11-19 % 

96% 41%GMtf>t 40 14 11 581 43% 41% 43* + 1* 

N 37%GUOl .48 2 141023 52% 51* K* + l* 

80 * 30* GMm 130n 14. 7 6 44 43* 44 + * 

21* 8* QtWFn 44 12 12 44a W* 10 10*+* 

27% 21* GU>> 262 8411 14 23* 23 23%+* 

19* 8* GrenTr 40 12 4 411 B% 9% 8% - * 

M% 4% ttnflft n 5 79 5 3 5+% 

32* n GroytiD 1.40 84 SMBS XH 21% 22*+,% 

TO* 8% GrowGp .10 b 13 U8 8* 8 8 - * 

14 aifflhSpn 441 0* 8* B%+* 

10* B* orasat 45a 14 77 ID* 10 M* 

4% »18 GraBEl 330 1% 1* 1*- * 

19% a% Gremn 1 10 71087 17* 18% 16% 


10* 0* OthSlk 45a 

«% 16-18 GrutEJ 330 1% 1* 1* 

10* 12% Grunin 1 10 71387 17* 16% 16% 


S* Z1* =%+ * 

S 0* *8* *8% + \ 
10* 10 M* 


a avorcmaaoD 11 . 3 »* 24% »*+ v 

17% 8*010*8 40 54 0 3 8* 9* B*- * 

3% 13% Gidfrd 40 54 2 14% 14% U%+ * 

17 9 GutfR pH 40 15. 3 9 d 8% 8% - * 

12% 9% GOSUt 3352 10 B% 10 


12% 9% GMSIUt 
So 44% OSU pIB 
94 51 OSU pC 

99 31% OaUprtl 

40* 32* GSU prM 
Ml* N* GSU pfK 

12* 8% HQ Wl 
23% 10% HRE IN 
3* 1* Hadfton 

4* 2* KaJTFO 


31 HlUpB II tO 


N00 82 51* 52 +2 

Z100 SB SB SB -2 
1 34 34 34 - % 

17 37 * 37 37*+ * 

7200 S3 03 S3 -1 

- H-H-H - 

S3 10* 10 10 + * 

N H10 13 11* 11* 11*+% 
425 1% 1% 1% 

403 2* tf 2* 2* — * 


SO* N* HaJMn 1 26 a 1674 40 49* 48%+* 

9% 4 Kalwod a 5 4% G + * 

41* a*ltantfb 48 1.415 111 3* 35% 34 

Hi 13 Hands 147 10. 46 14% M% 14% - * 

22* «*HteUI 144a 94 37 20* 19% 20 + * 

22% 9% Hxntflm M 40 0 2G0 10 8% 10 * % 

19% w*HandH 60 ii a 74 to* ia* ia*+ * 

37% 14% Hanna .GO 34 9 403 17 M%17+% 

40% a% Htedltl a .44 14 IS 1) 31% 51% S1%+ % 

21% 1B% Hainan 10 15 11 6744 17% 17* 17%- * 

7* 3% Hera ed 288 4% 4% 4% 

0% 1M2 HwfirJ 3009 1% 1* 1*- * 


h% 18% Keraan in 18 11 6744 17% 17* 17% - % 

7% *%Hantw) 298 4% 4% 4% 

E% 1M2 HnrfirJ 3009 1* 1* 1*- * 

9% % Hoi&J pi. IB 21. 9N 13-M 1V16 % 

6% 2* Harken SB N 2% 2% 2% 


SB M 2*t 2* 2* 

a* 17% Hartnd .78 36 13x307 10% 10% »% + 1* 

34% 13% Hartty a 0 978 15 14% 14% ♦ % 

N* B* Harmon 8 1708 7% 9% 7*+% 

S a* Hamtah 40 14 7 344 14* 13% 14*+ % 

36* 13% Kanin 164 16 81631 H% 17 17%+ % 

31* 17% Haroca IN QJ 10 483 19* M M*+ * 

49* 46* HariM ptJ47a 72 MM 47* 47% 47*+ * 

62* 43* HrtfttS) IN 16 13 473 47* 47% 47* + * 

a G* nontax SO 84 24 174 7* fl% 7*+* 

19* M* HaOSa IJGa 11.10x10 14* 14* M%+* 

40* 27* HawQ 220 72 11 OM 2B* a* 29* +1% 

TO* 7 Nmi.» M. TO 189 8* 8 «*+ % 

33% 27% HkhCP 364a ISM IN 32 31% 12 + * 

>0% 4 MttUEq 143# ZL N 9* 6 5 

»% 18%HMR X 218 18% IB* 10* - * 


TO* 4 MfcfEq 143a 21 N 3* 6 5 

a% 18% HteftiR X 318 19* 10* 10*- * 

la* 0% HedaM 65a J IB 475 7* 7* 7*- * 

20% 16% HalBg 44 tS 9 208 17% 10% 17% * % 

37 27* Heinz a 68 19 17 2993 34 S3* 33%+* 

S* >7* HafeneC 20 2X1 IB 24* 24* 24%-* 

17% 34* HalmP 49 1.7 IS 489 27* X N% + l 

45* 25% Hereon 244 14 1072 27 a* at+ % 

N% 28* Hrahvy 60 tS M 19N a% 34% 35%+ % 

30* 24%1taw 9% 42 14 05131 27% 29* 26%+ * 

»% 6% Heacei 44 11113 40 9% 9* 9%+ * 

a* 3% WbOro 60 BB1GBN B* S 6*-* 

16% 7% HShear 42 14 a 105 9% 9% 8 

7% 3% Hlbica 60 21 N4 3* 3% 3*+* 

7% 3* Hindi 1.09 21 9N 3% 3% 3% 

8% 4% HDnbl 1.14 21 206 5* 5 5 - * 

) HIYU 60 


■4 1072 27 a* a%+ % 
22 14 1993 35% 34% 35%+ % 
14 05131 27% 29* »%+ * 
11113 40 9% 9* 9%+ * 


954 3* a* 

800 3% 3% 


8 4* HIYU 60 11 Ml 5* 9 

8% 4% HffdFI 162 11 232 5% S' 

40 30* MUnbd J5 14 18 IN 33% 33 


5* S 5 - * 

5* 5 S%+ * 

a 3 §; i 


<9 30* MUnbd 45 14 18 13S 33* 33 33%+ % 

7% 1* HiMtap 143 2 1* 1% 

104* a%mtoa IN 34 M 1044 31* X% »*+ % 
109% 80% Hkociii I.IOr 14 22 179 87 65* N%+1* 

7% 1% Hebn n 75 2* 2* 2* 

43 * 22 >* Homo a a 9009 32 30* 32 +1% 

20% 9% rtrUo pass 24, 33 12* 12* 12* 

0% Z% Hnrv a fl U 123921 4% 4* 4* + % 

34* 4* MimFd N 34 2937 5% B% 5% 

A 2 Hmgta JSa U 4 118 4* 4 4* 


S* 15% Hmfttka N I I 24 108 19 M* 18% - % 

2% 1544 HtrejIdF 8 15-32 1532 1M2 + V3Z 

N* M* Honda .17# 412 3 20% a* 20% + * 

112% 70% llan m ll 175 It II 2171 N% 87% 89% +2* . 

35% 17% HK Tte 16te 4.9 IS 1233 22* 22 22*- * 

8% % HOfVSol » 1* 1% 1*+* 

2% 1* HrzHB 11 X 1% 1% 1% 

18% 14 Hronte AN 1 J 19 280 IS 14% 15+% 
10% s% Horen n 9 73 7% 7* 7*- * 

8* 2% Kodlnv .63) 194 2% 2* 2%+ * 

31% 18% HoapM J4 36 11 MS »% »% IB%+ % 

27% 10 HnaFab M 14 14 » 2B% 28* 2B* 

88% 18%HmateM 2N 94 43831 23* 22* 23* + 1 


35* 18% Hotel plAZJI 11. 5 N* 22* 2S*+ * 

39* X* Hotted ZJB 8J 11 X7B6436 35* 35*+ * 

I* % HouOR 67* 12 a 1* 1 1%+ * 

Q\ 6* HudFd .12 1 J 12 134 7 8% 7 + % 

35% 12% Huffy 40 27 7 138 M* (4* W%+ % 

18% 11%MffbBaN tl M in 11% 11* 11* 

50* 35* Hurtaan IN 26 1339H 41% 40* 4I* + 1 

24% 10* HOTM 61 14 13 34 II* 11* 11*-% 

34* 21 Itoteki 27a 12 17 OM 23* 22* 22*- * 


34% 10*HwaMI 61 14 15 34 II* 11* 11*-% 

94* 21 >*te>n 47# 12 17 ON 23 * 22% a* - * 

11% 2%Huntwr-7fl! 819 2% d 2 2% + * 

27* 19 Hydro! IN 74 M 14 20% S* 20* + * 

ft* 9% Hypro 14 5 871 9% 0% 0% 

18* 13% HP N 34 17 3B5 16* 14% 13*+% 

7% »* ICM .48a 15 I 3% 3% 1* 

8 2* KNm 109 2% 2% 2% 

a* 23 EMIN 15 I IN 34% 34% 24% - * 

N% 30% IMC FU1.0B till IN N 34* 34%+ % 

17% 14 MAfti IN ML 17 14% 14% 14% - % 

23% 10%mrnb2N 15. 8 81 19% 19% 19*- * 

15% B* WT N 11 11 47 7% 7* 7% + % 

91% 40* ITT Cp 1.72 17 6MZ1 47 48* 48* + % 

100 07* ITT pOC 4 56 IN 75% 75% 75% - % 

83% GB% ITT plO 5 IB 6 74* 73% 73* -1* 

30 22% Matte> IN 74 13 94 25 34% X - % 

17* 10* Mm 8 302 IT* 11 11*- * 

19% 12* WW 34 1101 15* 14% » + % 

a* 17 BUwpBJI 10. z3000 21% 21% 21%- * 

37 31 UPoarpQ62n It 4 36* X 35 - % 

31* 25 DPowte M 11 3 30 30 30 + \ 

43% 34 W0WPK47 II. zM» 42% 42% «% 

40% a*iiPowpr 4 ia 2 a* a% »*- * 

57% 38* mn .72 IJ 13 445 «* 41* <3*+1% 

N* 49* Imam 1 14 a 129 G2% 62% 62%- % 

1G% 6% Intend 60 IB 5 IN 7% 7% 7%+ % 

85* 69%1C1 56Ba 7.7 9 6S6 88% 65* 06* + 1* 

31% a*MCO 1 46 4 803 23* 21% N* + % 

21 12* fctea 1.10a 11 SB 13* 13% ia*+ % 

34 21% tmXM ptZ.15 01 10 23* 23* 33*-* 

25 * 22*tedNpCJ5 14 * 24 23% 23% 

23* ie%*nd& IN 16 12 296 S* 22* 22*+ * 

17 8% todon o 125 10* 9% 8% — % 


40% a*iiPaw*r 4 ia 2 a* a% »%- * 
57% a*ITW .72 1J 13 445 H* 41% «*+1% 
83* 4B* Imcvro 1 14 20 129 B2% 62% 62%- * 

1G% 6% Intend 60 IB 5 19 7% 7% 7%+ * 

95* M%ia 568s 7.7 9 GW 98% 65% 09% + 1% 

31% a*MCO 1 4J 4 B03 23* 23% »< + % 

21 12% Me I.IDa 11 N >34 IU 13*+ % 

34 21% (mflXI ptZ.15 0.1 10 N* 23* ZS*- * 

215* 22*MdMpeN 14 B 24 23% 23% 

N* 10% M8te IN &Q12 2K S% 22* 22*+ * 

17 8% todon a 125 ia* 9% 9%- % 

W* 28* Ingsrfid 162 4.1 11 1912 32* M% 32 + % 

39% »%MdSU 1.40 &«40 947 74* 3% 24*+* 

7 2% HmpRs .17 1« » 141 6% S* 3% + % 

IMG 1-M Integra 1 M2 >32 M2 

% 1-19 NMSg pf M MB 1-18 l-M 

T7* 7* SMcal ■ 204 ■% •% B* 

3 * Whig 49 9-tfl * * — Ml 

8* 5 InsflFn X 58 5% G* 5%+ * 

22% 19% HcpSs tW It N 17% 17% 17% + * 


15-19 >16lntarto 
18* 4* Mrllca ■ 

27* ia* varuu 1 
123 * 03% IBM 444 
74* HSWFbrLM 


845 >1Bd11M4 >16-144 
II 201 4* d 1% 3% - % 

*4 0 l 20% 20% 20% - % 

44 15 2219110* 107% 110* +2% 
36 IB 371 71 88* 71 +1% 

14 17 IN 31* 34 54* — % 
U 72830 48 49% 47% + 1% 


33* Z4*hMftto9 1.19a 14 17 IN 34 * 34 34*-% 

GS% 42* taPpp IN 36 72836 48 49% 47% + 1% 

21% 10% taBRsc 12 208 11% 11% 11%+ % 

12* 4%MRed 18 284 9* 5% 8*+ * 

12% 4%rrcrp 18 724 7% 7* 7*+ * 

a 20* ktebGp .78 24 14 ID 31* 3|* 31* 

9* 22% tateme 2 76 10 37 9 28* 25% - * 

82* 17* Mlftlan » 84 W W 10 

6% 1% InUhn 29 2% 2% 2* + * 

30* 19% Ionics 29 2 28* 28 * 26%+ % 

23* 19% towBG 1147 92 11 107 20* 20 20% 


20* NtebGp .79 24 14 113 31* 31* 311 
22% tateffw 2 74 TO 37 28 28% 254 


- J-J-J - 

7% 8% 6*4 LPl.lfla 14 S 73 8* 6% 9* - * 

30 14* JWP a 10 2297 16% 14% 15%+ % 

27* 11%.teoaM a 17 U *1* 30% 21*+ * 

S 9* Jaftart n 25 7 7 7 - * 

18*^hrar 60 10 91927 20% 20 20%+% 

40% S*6tarpf3N M8 23 84% 34* »*- C 

48% 34%JRvrpll50 04 533 » 36 33*- * 

«, iVterxmy 61 24 72301 2% 2 2*+ % 

M% 7%6>OTCn 170 • 0% 8 

46* 32*Jatm 163 46 8*240 35 34% N +1 

34V 22* JarC pi tT9 04 2 23* 23 X 

74* St*40ftnja IN tl » IOTO1 M* 84% 08% + Jb 
X* 17% JobsCn 120 U 11 033 a 5h xi+ 2 

00% 22* Jotean 60^ U IB 1501 28* 38 S%+* 

29 II TON 162s IT 7 173 II* 11* n* 

37* 23%« mart 1J2 84 « 3502 28% 25% »%+ % 


37* 23% K mart IJ2 84 M 3502 28% 2S% »%+ % 

28* 20% KN Engl. 12 4413 GO 2B* 24* 2sS+% 

^ k ^ & * 

i f| 10a 3 a% a% »%- £ 

27 19% KaoGE 1,72 94 


10% Kanafl IN 9 a id 046 zi 
_ s o ia 


7.1 Z10 14 u (4 

54 16 9« 27 20% 28% — * 


15% 5% KsUBH JO Li Its 

74 N% Kabogg IN 2.7 19 571 


3 «5 B% 5% B%+ * 


«% 4%ss m ^ ^ 1* 

LaBSfa 

A isis -’s-sia#*' 


O.P.C IN 56 9x23»32* 3T »%+T% I 9% I* KBAuat 166a H. b 9 ' « 


1 ISSB'JI 24 18 722 29 2 J J? 

ta .SSS.* 16 394 5% 3*-- * 

” _ 23 ‘l “5 23*+ % 


CJi'g* 

CtooaPW- 


14* 6* Kotfnof JZ 42 3 JB ?? a2 + * 

^ ^ «% ia vt i 

13* a* rtuMm .60 WM' « w 8i*-l^ 

7B 72 Kyccar .61r W « «. \ 

H* B% Kyaar 60 84 _ 21 7 % 7 *« 7 '* + ' 

50% 9% IA Gr "J* "St S 

a* 6* LAC 0 22 ® J? 1 

41% 35*L0C&a44 72 13 88 39% N* »% 

13* 4* LN Ha 1.41s 30. 17 4% 4% 4* 

3* 2*LLERyNa 11 V 3* 9 a + * 

’?% 5 %\W 15 SI % 5 % ' 

« i i 


3* % ep.1V Offl 

2* 11-18 elLTVpID 
1% I.IBLVlGp 
8* XBLVlpt 
17% rz t-Quun 


1 11-16 11-16 IT-1® 

MX 7-84 >94 362 

10 >18 >*8 >19+ >19 

87 a 12% 12% »% 

79 5%<S_ “Jf . , 


n%i3^.^ ir. ^ sS s% To* 

10<I 4 LnmSsn 18 48 4% 4* 4 * 

17% 4% LndBne 6q 8» 5% 5% 3% + * 

29 & LomtaE Na tl 9 Ml M% 0% 0% + % 

14% 9* LaiAm n 99 9% 9% 9% “ H 

15* 11* Lawtln SS 171GXW 14 M* 13%+ % 

16* 9% Lneml .48 tl 0 60 9* d 9* 9*“ * 

32* TO* LSSEnl .72 13 tt 18 21% Zl* 214” % 

16* 10* LagMaa 35 26 8 4 12* W* «*“ % 

37% 20 LagPial J4 3.7 0 44 22* 22% 22*+ * 

4 * 1164 LotauiT 114 7JZ 1344 1344-1-32 

18% I 15t **J 57 5 -two »-«->« 

21% 9* Lamar 24 UBS 10% 10% 10%- * 


21% 8* Lamiar 24 22 B 5 10% 10% 10% - % 

18* 8* LOMFoy 0 12 9* 9* 9* + * 

«* N LaucM »0 30 Ifli 10% W% 

8% 6% LbtyAS 63a 13. 445 7% 7* 7% 

50* 35 LtetyCp 32 33 17 IN 40 90 40 

33% 10* LfSftae II IN 10% IB* 19* + % 

80* 58% URy c 1.84 14 19 4335 09% N* W* + 1 

105% 44*Ulty «* 4W 84% «% 94* + 2% 

25* 1 1 % Unhid X 24 16 14 9523 14% 14* 14%+ % 

14* 11 utencjte 8J «J5 11* 11% 11*+ * 

62% 30% UncNd 2.72 76 72407 34% 34* 34%*, % 

20% 22* LrteOF 220a OB (16 23 * 22% 23*+ % 

08* Lttxn 10 417 77 75% 79 -1 

X 9* LWsErt 9 B35 13. 13* 13. + * 


62% 30% UncMM ! 
26% 22* LrteOF i 
N* 68% Uaon 
2$ 8* UvsEnt 


44% 24% Lock ho IN 8.1 51420 30* 2B* 29*+ * 
91% 40% Locflta IN 13 15 101 68% »* S3*+ * 
131* 75 Loavrt 1 1.1 7 620 87% 85* 87* +3 


22* 14%Logkx» J& 14013 15% 10 « - % 

»< % v|lUf M 11-32 >» >19-1-33 

9* 2% LomNM 21] 214 3 3% 2% 


11% 9% Lon UF IN It 230 10% W* M% 

26 4% LnStW 557 6% 0% 6%- * 

21% 17* ULCo IN 76 13 3258 18* 18% 19*+ * 

51* 48 ULplB 5 It *100 48* «* 40* 

44% 40*ULptE4.35 It *2350 42% « 42*+ * 

as 74 ULputis 10 . tarn 77* 77* 77**2% 

86 77* LA P«8N 1». tSOO 78% M* N* - * 

2B% 24*ULpnr265 TO IN 25* 25% 28* + * 

Z7 25%U.ntr031 13. x37 26* 29 X - * 

25* 21%ULp6>t43 10. «4 23% S% N%+ * 

25* 23% L1L pfOt47 TO UK 24* 23% 24*+ * 


TO IN 25* 25% 25*+ * 

13. «37 »* » 28 - * 

TO v4 23% 23% 23%+ % 


25% 71% UL P«P2.43 TO «4 23% B% a% + 

25* 23% LU. ptOS.47 TO MB 24* 23% 24* + 

48* 33% LongOr 164 17 12 233 N, 87 37% - 

M* 9iildnofx62a U 9 147 0% 9% B% + 

34% 24* Loral 6B 17 TO SDN 33% 32% 33 + 


71 is LaGan) .77 46 


N 18% 18* 18% + 


63% 38%LaLand f 11M 423 40% 49% 40*- * 

45* 2D* Lapse IN 4.7 81983 23 22* 22%+ * 

28 26* LaPL pO.18 It 9 2 7 20% 27 + * 

49% 18 Loam 32 17 81777 19* 19 W%- % 

43% 32* Lubnd IN X0 14 STB 47* 41 42% + * 

21* 15* Litem * .46 25 19 444 18% 19* 18% 

45* N Lukena 1.46 43 9 M 30% 30 30 - % 

29* 15% Luxoft! AM* 39 244 17% 17* 17%+% 

21 13* Lvondl 1£0a 11. 3x1340 M* 14* 14%+ % 

- M-M-M - 

9* 3* MACOU 1458 5 4* 5 + % 

3% % MAISy SO 71 1* 1 1 

45% Tfl % MBIA SB 14 7 918 24* 23* 23* - % 

88% 34* MCA N 1.124 8741 65% 83 * 84%+ % 

23% 18* MCN 104 79 13 79 21 20* 2D%- * 

1% >32M0C 528 * >16 *+M4 

23 M* MOU 1430 93 13 2M 21 20% 21 + % 


7% 

11% 

4 MS 

6 MCA 

101 

17. 

258 

3873 

4- 

g 

a 

7 MIN 

105 

13. 

6Z73 


B* 

6% MMT 

1-23 

10 

2542 


10* 

8 UFM 

J3 

U 

sa 


8% 

7* MFT 

44a 

11. 

311 


10% 

7* MGF 

1.18 

TO 

UEM 


9* 

6 MFO 

IN 

17. 

78 


is* 

0% MFVn 

145 

TO 

183 

Ml 

13% 

6% MQ< Pm S3 

1110 I4> 

7 


18% 9% MGMG n 
1* % UHlOp 

N% 3% MNC 1.19 
12* 6% ktagndi 


0* * 
24> B% 

17i 10% 


, Malaym .lie 3 80 

17% 10% llareCr .13 A 21 375 1 

18* 8% Uanprrr 774 ! 

39 15 MtMao 823 It 35579 II 

47* Z7% UfrH (MX 15. 44 31 

30* 29* Mlrtl pM.tJs TO BO 27 

23% 17% GOTH pH74 It 3N 7 

10* 4% Uzm Its 4 253 

11* 7% Manvi pi 23 

4* % Manvi vrt 431 11 


9273 9 7% 9 + * 

3542 7 A «% 

32S 9% 8% 8* 

311 7% 7* 7* + * 

108 7% 7% 7%+ * 

79 7* 7* 7*- * 

IN 10% 10* 10% 

0 149 7 0% 6%+ % 

TO 10% 1A 10% 

3 191 t>37 % %-t-SS 

."S s s a: i 

9 >19 G-M >M 

80 11% 11* 11%+ * 

1 375 15% 16% 15% 

714 8* 0% 9% . 


17* 18*+ * 


£ 34 H 
1% 15-32 


MAPCO 1 U II 482 43* 


30% N*Aiarftlp Uk 12. XX _ . . 

33% 21 MarMO SO 1922 ON 32* 91% 91%- % 

9* A Marten U5 TO 7 97 A 0* 9% 

15% 7 MrtdVa.tab It 4 715 7% 7% 7h- % 

38 L; 9% Ukrrtat N 22 103784 10* 8* 9%+* 
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Mon da y Inter view 


Versatile 


in da Vinci 


tradition 


Haig Simonian talks to 
Giorgetto Giugiaro, the 
Italian designer 


I n the age-old battle 
between rationalism and 
art, Giorgetto Giugiaro, the 
Italian car designer who has 
turned his hand to items rang- 
ing from Parker pens to pasta, 
puts himself on the side of the . 
artists - but only just. 

Unlike many erf his counter- 
parts at the car-designing car- 
rozzerie dotted around Turin. 
Italy's car capital, his name 
tends to be more frequently 

associated with bread and but- 
ter mass production vehicles 
than the motor show exotica 
which leave drivers drooling 
but seldom roll off the stand. 

Scribbling on a pad in the 
reception area at I tal design, 
the design consultancy he set 
up with two partners in 1968, it 
is hard to believe that the hur- 
ried penstrokes, barely distin- 
guishable from many a school- 
boy’s dream-car doodles, are 
the stuff from which Volkswa- 
gen Golfs, Flat Unos and Ren- 
ault 19s and 21s have rolled off 
the production line in their 

millions 

“I used my artistic prepara- 
tion to illustrate an object 
which is the fruit of my techni- 
cal training" Giugiaro says to 
describe the car designer’s 
trade. “We appreciate the engi- 
neers' problems. But our job is 
to stimulate them to find the 
best solutions.” 

In that sense, Giugiaro fits 
into the tradition of Italian art- 
ist-technicians stretching back 
to Leonardo da Vinci and 
before. But while other illustri- 
ous contemporaries, notably 
Pininfarina and Bertone, have 
also designed plenty of cars, 
few have had a hand in so 
many as Giugiaro. 

Fewer still have turned their 
talents to such a wide range of 
products. Among his other cre- 
ations, brought out by Giugi- 
aro Design, the industrial 
design house he set up in 1981, 
are award-winning Nikon F3 
and F4 cameras. Neochi's Log- 
ics sewing machine and, a few 
years back, a novel form of 
pasta with grooves to hold the 
sauce. 

The impetus to take an more 
industrial design work 
stemmed from a desire to fill 
the sometimes lengthy gaps 
between big car projects. 

“There are often long periods 
at waiting in the car business, 
so we do a lot of other projects, 
often out of curio usity,” he 
says. 

Sometimes the motives are 
also personal. The sewing 
machine stemmed from child- 
hood memories of his mother 
struggling to thread her vin- 
tage machine. At other times, 
such ventures can have useful 
spinoffs in gaining experience 
or reaping unexpected public- 
ity. 


Nothing brought more noto- 
riety in epicurean Italy than 
the ribbed pasta. 1 scandalised 
a lot of people," he says. But 
there were benefits too. “A lot 
of ordinary people had never 
heard of me as a car des ign er. 
Meanwhile, some car journal- 
ists were shocked to see me 
designing pasta.” 

Yet it is for cars - which 
also happen to be the most 
lucrative part of the business 
- that he remains best known. 

Whatever his appreciation 
for the technical side of creat- 
ing a new vehicle, based on 
"that university which is Fiat”, 
he has hgri his Fair share erf 
tussles with the nuts and bolts 
world of engineering. 

Buyers’ tastes have shifted 
away from pure functionalism 
to more aesthetically-based 
judgments, but he bemoans the 
feet that engineers are still the 
top dogs in the world car 
industry. And "engineers still 
make products to impress 
other engineers." 

Take the original Volkswa- 
gen Golf, the lumpy hatchback 
which restored VW’s fortunes 
after the death of its famous 
Beetle. Struggling to find a 
replacement, VW’s engineers 
had cut open a competitor’s 
innovative hatchback to exam- 
ine its innards and assess its 
production costs before plan- 
ning their own modeL 

"For their top man, aesthet- 
ics was something best left to 
mathematicians,” Giugiaro 
recalls. 

But if equations alone were 
the ingredient for a top seller, 
how did the Alfasud - which 
he also designed and which he 
thinks was the more spacious 
car - not prove the winner? 
"How do you account for the 
feet that the Golf sold 6m and 
the Alfasud only 4m?” 

Giugiaro recalls the battle 
over one design which was par- 
ticularly easy on the eye. “I 
redid the whole thing for 2cm 
- because the technicians 
demanded the extra boot space. 

I told them: “It* s perfect like it 
Is. Why change it if you like 
it?’ The person buying it 
doesn't make these calcula- 
tions. He buys it because of the 
way it looks and how it runs 
on the road." 

Such gut feeling is increas- 
ingly bora out by market 
research. When Ford asked 
potential buyers of its newly- 
released Escort what were the 
most important characteristics, 
appearance and price topped 
the list. 

But is growing sophistica- 
tion among buyers inevitably 
linked to less rational choices? 
Giugiaro admits that small 
cars still tend to be bought on 
more rational grounds, explain- 
ing why marques like Flat and 



Exit east, pursued 


by a bear 


‘There has been an explosion in design 9 


L ooking back on three 
years in what is once 
again - if only tempo- 
rarily - the capital of the 
world, it is impossible to shake 
off a feeling of total unreality. 
Everywhere outside the belt- 
way which enables the world 
to by-pass this seductive city, 
momentous thing s have been 
happening - for once this 
tired old word means what it 
says. A whole political system 
has collapsed, Europe has re- 
awoken, and as near as New 
York there is the gravest finan- 
cial crisis since 1929. 

Yet here, only Saddam Hus- 
sein has partially diverted 
Washington from its unchang- 
ing squabbles. He has the foil 
attention, that is to say, of the 
president, the legislators have 
been obsessed, just as they 
were three years ago. with the 
ways and means of making a 
trivial cut in a large deficit 
They have barely discussed the 


threat of war, except to grasp 
an excuse to keep all the major 
defence programmes in being, 
though in an emaciated form, 
and so keep everyone's constit- 
uents fairly happy. The peace 
dividend has been passed. 

The unmoved mover, or the 
still centre of the turning 
world? Hardly. Things do hap- 
pen, but they go unremarked. 
CIS proposals for pan-American 
free trade convulse Mexico and 
Canada, but provoke a stifled 
yawn here. The US Treasury 
does deploy its one effective 
economic instrument, its con- 
trol of exchange rate interven- 
tion; the only comment seems 
to come from Harvard, the 
devaluation capital of the US. 

All the same, the clearest 
lesson of three years is torn 
although this is, in theory, the 
source of US policies, there is 
hardly any policy to be found 
here. Only politics. That is 
only partly the fault of a presi- 
dent who has no apparent 
objectives, and who invents 
new kinds of ambiguity every 
time he opens his mouth; it is 
not really the result of the 
political opposition between 
executive and legislature, 
which is the rule zather than 
the exception here. It is rather 
the designed result of the con- 
stitution, as the voters seem to 
understand very well when 
they elect Democrats to look 
after their local interests, and 


Lancia prefer more functional 
designs. 

Even with utility vehicles, 
buyers' tastes have changed in 
line with greater affluence, be 
argues. “The second car can be 
something different. One of my 
constant battles with manufac- 
turers is to ask, who buys the 
car? Do customers really check 
its height in centimetres or 
examine the size of the boot?” 

So although a medium -sized 
BMW may be less comfortable 
and more cramped in the back 
than the boxier Lancia Thema 
saloon - which he also 
designed - Giugiaro is the 
first to admit that people buy 
the German model for other 
reasons. “In certain moments 


PERSONAL FILE 


1938 Born in Garessio, 
north-west Italy. 

1953-55 Studied at Turin 
Academy of Fine Arts. 

1955 Joined Rat styling cen- 
tre, Turin. 

1959 Moved to the styling 
centre at Bertone, a 
leading auto designer. 

1965 Became head of the 
Styling and Prototype 
Centre at Ghia. Work 
includes Maserati Ghibii 
and Mangusta. 

1968 Founded Italdesign with 
Aldo Mantovan) and 
Luciano Bossi. 

1981 Set up Giugiaro Design 
for non-car activities. 

1990 Produces car designs 
for Volkswagen, Fiat, 
Renault, SEAT, Isuzu, 
Lotus, Hyundai, BMW, 
Maserati. 


man is super-rational, and in 
certain moments just the oppo- 
site," he says. 

“Selling cars is based on 
naivety and on the lack of 
knowledge of the buyer. Ninety 
per cent of purchasers have no 
idea about the details erf the 
car they're buying; only 10 per 
cent know everything,” he 
reckons. 

The new requirements of the 
marketplace have put increas- 
ing pressure on designers to 
come up with ideas combining 
a sense of luxury and elegance 
with cars of relatively modest 
dimensions and price tags, he 
says. Modestly, he cites the 


Audi 80, in which be does not 
claim a hand, as a particularly 
pleasing example of the new 
genre. “In the end, the cus- 
tomer goes for the illusion of. 
luxury." 

Does such praise for German 
cars, which is matched in deed 
- Giugiaro has Italy's first 
BMW 850 coupe parked outside 
the door - imply a recognition 
that Italians, once the gurus of 
automotive design, are no lon- 
ger top dogs? 

The difficulty, he says, is not 
that the Italians have lost their 
touch, but that others have got 
much better. “Design" is no 
longer an Italian monopoly, he 
says. “Everybody Is dedicating 
himself to this thing now. It's 
impossible for a country 
always to be the leader.” 

At its height in the 1950s and 
early 1960s, Italian designers 
thrived on their stress on sim- 
plicity. bom of post-war finan- 
cial stringency. "The lack of 
money contributed to simplic- 
ity and made certain products 
aesthetically more pleasing.” 
he says. 

It was a period of “simple, 
elegant solutions to design 
problems", helped by the fact 
that many young architects 
were out of work and turning 
their hands to other products, 
notably furniture. 

Since then, “there has been 
an explosion in design around 
the world; it’s not just Italy 
now”. Even in fashion, where 
he thinks the country is still a 
neck ahead, its lead could yet 
be challenged. 

Japan in particular has 
taken design to Its heart, com- 
ing out with a cornucopia of 
exciting ideas at astonishing 
speed, he thinks. But Giugiaro 
is not worried that the Japa- 
nese stand to put him out of 
business. Just the opposite. In 
the motor industry, Japanese 
companies, for which he has 
worked since 1968, have 
become his biggest customers. 

Second-tier marques in par- 
ticular have turned to Ital- 
design to burnish their images. 
Giugiaro has already designed 
three models for Isuzu and has 
performed a similar function 
for Hyundai of South Korea 
and even Seat, whose eye- 
catching Ibiza model also 
flowed from his pen. 

“Companies with shorter tra- 


Full menu at the High Table 


WE SHOULD have some 
excitement in the run-up to 
next week's pan-European 
CSCE summit jamboree in 
Paris. The general point of the 
34-nation summit is to conse- 
crate the new era of peace and 
happiness between east and 
west But in news terms the 
high paint should be the signa- 
ture of a treaty designed to 
make war almost impossible, 
by cutting conventional forces 
in Europe; and here is where 
the excitement comes in. 

Trouble is that the negotia- 
tions are still wracked by dis- 
putes; the French accuse the 
Russians of trying to cheat 
over the number of tanks they 
should cut; and the word is 
that the text may not be ready 
in time. Since Messrs Bush and 
Gorbachev have said they wifi 
not come without a treaty, 
there looms the frightful pros- 
pect of a state dinner at Ver- 
sailles without the two most 
important guests. 

Without wishing to spoil the 
fun, I can reveal that President 
Francois Mitterrand will not 
after all be forced to rearrange 
the place settings for his state 
dinner. This particular party 
will constitute the roll-call of 
all the countries which claim 
to have a say in the design of 
Europe's future political archi- 
tecture, and there Is nothing in 
this world whit* could keep 
either President Bush or Presi- 
dent Gorbachev away. There- 
fore, there will be a treaty, 
even If the text is not com- 
pleted before Sunday night, 
even if they have to sign a 
blank piece of paper on Mon- 
day morning. 

The way will therefore be 
open for the 34 leaders to 
indulge their gaiety at the 
inauguration of a brave new 
world, and to deliver three 
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days of high-minded speeches 
consisting mainly of self-con- 
gratulation (in the west) and 
special pleading (in the east). 
Before they disperse, they will 
have agreed to set up a Con- 
flict Prevention Centre, to 
establish a small permanent 
secretariat, and to meet again 
regularly. 

As the host France is under- 
standably anxious to empha- 
sise the deep significance of 
the party. Mr Roland Dumas, 
foreign minister, has asserted 
that the summit will be “the 
most important international 
event since 1945”, and has pre- 
dicted that it would “design 
the architecture of Europe for 
the end of this century and for 
the next century”. 

These vast claims are mani- 
festly over the top. The summit 
is an important formal event 
but mainly as an endorsement 
of the asto n is hin g sequence of 
substantive events over the 
past 18 months or so in the 
Soviet Union and eastern 
Europe. Second, the pan-Euro- 
pean Summit will obviously 
not design the future architec- 
ture of Europe: that is too 
grand a task for 34 political 
leaders in conclave, especially 


when they are fully occupied 
in making 1 speeches or eating 
dinner. 

No one yet has a clear idea 
of the future political architec- 
ture of Europe. President Mit- 
terrand peddles the notion of a 
European confederation, and 
President Gorbachev canvases 
the idea of a Common Euro- 
pean Home; but since they are 
careful to avoid explaining 
their conceptions, they have 
found no difficulty incorporat- 
ing both terms in their new 
Treaty of Friendship and 
Co-operation. 

In any case, the future archi- 
tecture of Europe will not be 
designed according to any sin- 
gle or simple blueprint It w ill 
indude a dutch of disparate 
elements, made up of some old 
institutions and some new; and 
it will evolve over time in 
response to events. 

But the evolution of a new 
European architecture is likely 
to be dominated by two over- 
riding principles. The strong 
will have more influence than 
the weak; and institutions 
which were designed for the 
Cold War are likely to decline 
in the post-Cold-War era. 

The west will play a more 
influential role than the east, 
because it is stronger; western 
Europe will play a more influ- 
ential role than the US. 
because it is European; and 
eastern Europe will probably 
play a more influential role 
than the Soviet Union, partly 
because it is European, but 
mainly because the Soviet 
Union's internal problems look 
like being much deeper and 
much longer-lasting. 

The second factor is more 
interesting. Comecon and the 
Warsaw Pact are going to 
wither away, because they are 
identified with the Soviet 


Union, with the Cold War, and 
with comprehensive failure; 
but the same principle may 
apply, to a lesser extent, to 
Nato and the Western Euro- 
pean Union. 

Western leaders pay lip ser- 
vice to the importance of keep- 
ing US troops in Europe; but it 
is not clear that Nato, the basis 
for the US presence, can sur- 
vive. It probably cannot be 
kept going unless it is led by 
the US. it cannot be led by the 
US when most US troops are 
withdrawn, the essential US 
nuclear guarantee will melt 
with the departure of US 
troops, and In peace-time the 
Europeans will not want to be 
led by the US. 

France and Italy identify the 
nine nation Western European 
Union as the basis for a Euro- 
pean defence, but it suffers 
from analogous weaknesses: it 
has delegated all operational 
defence to Nato, and therefore 
rests on assumptions centred 
on American leadership- 

Even the CSCE itself is con- 
taminated. since it is a child of 
the Cold War, a bargain 
between strategic stability 
between east and west and 
western claims for human 
rights. East-west stability is 
now a vanished concept, and 
the new eastern Europe has 
emerged from an internal 
human rights revolution. 

Only two western institu- 
tions are innocent of the Cold 
War: the Council of Europe, 
the law-based adjudicator of 
human rights and parliamen- 
tary democracy; and the Euro- 
pean Community, which is 
steadily growing in political 
and economic power. These are 
the institutions which will 
design the architecture of 
Europe; not next week's sum- 
mit. 


ditions make much of the 
designer as a way of gaining a 
customer's confidence,” he 
says. Seat at the outset played 
not only on the Ibiza's famous 
Kalian designer, but also the 
feet that Porsche was deeply 
involved in its engineering. 


But not all his customers in 
the motor industry like Giugi- 
aro's role in their products to 
be so widely known. In the US 
especially, design remains a 
jealously-guarded in-house 
function. “It's always up to the 
client whether to use my name 
or not. A lot of jobs we do in 
secret" he says. 


While the loss of public rec- 
ognition may offend bis artistic 
sensibilities, it makes ample 
sense to his business brain. 
Identification with one new car 
could easily dent relations with 
another client, especially if 
both customers are planning 
similar projects. 


Anyway, after a decent inter- 
val, Giugiaro can always lift 
the lid on his participation. “I 
want to have it known eventu- 
ally, otherwise I might end up 
with no clients in the end," he 
says. Judging by his track 
record so far, that seems to be 
the least of his problems. 
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ACROSS 

1 Where porridge Is served in 
a jug? (6) 

4 Against punishment, note. 
In l across (8) 

10 Hold back on the subject of 
newsmen (7) 

11 They always take the first 
lady into this (7) 

12 Crcoked, and so exception- 
ally wary (4) 

13 The idle fellow really has 
nothing to complain of (10) 

15 One following another 
team? (6) 

16 dear of 14 about the month- 
end (7) 

20 Seemed alarmed, but made 
a beginning (7) 

21 The resident can have an 
item ordered (6) 

24 A person could well be baf- 
fled by such tirades <ioj 

26 The woman In need nags 
constantly (4) 

28 Composing a line to bring 

delight (7) 

29 Clear out with salts - study 
figure! (7) 

30 Get together with the bead, 
all being comae fl (but <8> 

31 A story a member has to 
finish (6) 


DOWN 

1 Has some park-seat reno- 
vated (8) 

2 Tense to a fault? (9) 


3 Too superior (4) 

S Abroad the Conservatives 
are not subject to restric- 
tion (8) 

• 6 Where people have a good 
time with legitimate reason 
( 10 ) 

7 On no account to be read in 
the obscene version (5) 

8 Leave an area troubled by 
drought (6) 

9 Turning so vehicle can get 
recognition of outstanding 
performance (5) 

14 The pit’s economic decline 
(10) 

17 Badly organised, yet impos- 
ing 0) 

18 Springs back, setting serv- 
ing men on edge (8) 

19 Held up trade maybe when 
in the red (8) 

22 Call for credit to be avail, 
able in the joint (6) 

23 Thought the Left quite the 
best (5) 

25 Like an egg? Love several 
made a meal of! (5) 

27 Raising the Italian agree- 
ment, the French give little 
ground (4) 

The solution to last Saturday's 
prize puzzle trill be published 
With names of winners on Sat- 
urday November 24. We regret 
that the crossword failed to 
appear in some issues on Sat- 
urday. 





By Anthony Harris 
in Washington 


Republicans to stand for the 
natirihal interest 

A visitor from an elective 
dictatorship like Great Britain 
feels this division of powers 
first as a liberation. A country 
where there are virtually no 
state secrets, where every exec- 
utive decision is questioned, 
and many are reversed, feels at 
first like a liberation, an escape 
from claustrophobia. Then 
impatience begins to set in. It 
is not what the US government 
cannot do that Is so frustrat- 
ing, but what it can. 

America is not the only 
country which has managed 
very well down the decades 
without what a British Trea- 
sury official would recognise 
as economic management; 
Japan and Italy, for example, 
also have faction-ridden gov- 
ernments. while west German 
economic misters have made a 
golden virtue of dullness. But 
while other successful coun- 
tries suffer veniality in their 
politicians, and live with 
grossly distorting tax systems, 
few surely subject their econo- 
mies to such a kaleidoscope of 
c hang in g distortions. 

The late economist Jan Tum- 
lir used to argue that no coun- 
try with a tax code of some 
2,000 pages could properly be 
called a market economy (since 
lawyers and accountants 
define the incentives). That is 
an exaggeration: the asset mar- 
kets will largely neutralise 
such distortions, in timp They 
never get the time, though, if 
the book is constantly being 


re-written. President Reagan - , 
introduced two radical tax 
reforms in eight years. The sec-, i 
ond largely contradicted the 
first: incentives were first 
strengthened, then removed, 
new loopholes opened and then 
both old and new dosed. That 
was the main cause of the com- 
mercial property boom and 
bust which now threatens so 
many banks. 

Yet Mr Bush and his advis- 
ers are already talking of new 
loopholes and incentives - a 
good deal more than a hair of 
the dog that bit them. At toe 
same time, though, they were 
leaving undone those things 
which they ought to have: 
done. Free marketeers who -• 
read their Adam Smith know 
that bankers are the exception 
to the rule; American banks 
have been over-regulated, but 
disastrously under-supervised. 
President Carter tried to j 
launch an energy policy, and 
was called a wimp; then oil 
prices dropped, and the conn- 
try fell into a sleep which has 
not been distubred even by 
recent events. 

Is serious policy possible in a 
country which holds elections 
every other year? History 
shows that it has been, in ' 
national emergencies; ft will he 
for my successor, Michael 
Prowse, to discover whether 
this bit of history is about to 
repeat itself. Perhaps it will 
have to await a president Trim 
knows his own mind, or at 
least is calm enough to let the 
hidden hand go on with the 
good work it has traditionally 
done in this rich subcontinent 

For this columnist, it is 
goodbye to Mr Bush, who is 
living down to the promise he 
showed as a campaigner; good- 
bye to Mr Richard Darman, 
who is justly accused of being 4t 
too clever by half, to Treasury , 
secretary Nicholas Brady, who /. 
is not and to the new populists 
in Congress who plague them 
both. Goodbye to the few aca- 
demics who try to get voters 
knowledgeably engaged in our 
(fay subject; goodbye to honest 
S tatisticians bound by law to 
produce meaningless numbers; 
.and goodbye to the tens of 
thousands of lawyers who 
restrict them (though some of 
my best friends are lawyers). 

And goodbye, regretfully, to 
you, my readers. 


LLOYDS INTERNATIONAL PORTFOLIO 
SICAV 

(formerly: LLOYDS INTERNATIONAL 
SMALLER COMPANIES FUND SICAV) 
1, Rim SchDIar 
L-2519 Luxembourg 
R.C. Luxembourg B 7.635 


NOTICE 


Following the Extraordinary Oanoroi Masting hoM on I ho 23rd of August 1990 
•harahokteiv of Oto Lloyds IrmnuSonal Portfolio fthe SJcav). tormorty the Lloyds 
WumndonaJ SmJfler Componlo* Fund Staav am Motmad that On following change* 
have taken place: 


1. The rams of ttm Slew has bam changed into 


LLOYDS W7ERNATIONAL PORTFOLIO SICAV 


2. Tha Ailidea ol Mcwpxation of din Slew ham been amondad to conptywSh Die Law d 
3OT1 March 1986 regarding undertakings lor coHecthre investment and with later 
ame ndme nt s lotho Law of 1«h August 1915 ragarilnq 'Soctata* eonrTun ria te«f. 


3. Tha Stcav has been changed Mo an umbndta UC1TS. Tha assets of the Lloyd* 
Mematonal Srraler Corrpantoa Fund Stcov haw bean departed in a sub-lund called 
Lloyds International Partioio - SmaBar Corrpantea Fund. 


«. The corrphrtB raubfan of the Article* of Incorporation has beat adapted. 


S- The ragMerad office at Hie Slew has been euabHehed In Luxembourg, at 1 n» 
Senator. 


The to and the Articles rf Incorporation d ti» Slcav have been pubfchnd In the Memorial 
on (lw Oh October 1090. 


Shams In tha Lloyds tnumofanal Pqnfoto wB be quoted on the Luxembourg Stock 
Exchange. 


Shareholders to the Uoyds Metnatbnal Snmler Conpantae Fund Stcav era ashed to bring 
Btelr *hara oerdficaUHt to Kredtabatik SA LuxMrtaauigaotaa, Sendee RAgularbation. *3. 
Bd Royal, L2449 Luxembourg id be sharped Trent the 26th Nowntnr 1990. 

From the 1st February 1 931 share certBoUM tut have not been sianped wtU ro longer to 
of good ttthrery with the Luxetrbouig Stock Exchange, 


The Board of Dtradon ftaa deckled to no longer tours bearer aheree Irom the 15th October 
1990. 


Beam share* issued before this date can be whanged (tee el thane agadraAteafeured 

shares (Mtft or wfchout cettfficaie). 

FtoQuesrs lot exchange smompsnlod by Sunt wSh their caissons should be addressed to 
the Mnga of die Stem. Uoyds Ban* Pie. 1 Rue SchHer. 2519 Lwerrfaouig. 


By order of the Boaid of Ofrooro. 


Notic© 0 r Redemption 
7b Holders of 


lonoKiersof 

BANQUE NATIONAJLE DE PARIS p.!.c. 

(the “Bank") 


„ L £25,000,000 

Subordinated Hooting Rate Serial Rotes 19 94 

htoWMtohwtoy given 'hai pursuant to the provisions of Condition 5 (b) of the above 
1,8 Bank hereb v g'ves notice of its election to 
N ? es J ha 11810 flxed ,or redemption shall be 14th December. 1990 
EL R? 8 ) end the Notes wiji be redeemed at J 00% of their principal 

accnj0d lrrt ®rest to the Redemption Date, after which the 
S*"" 1 ^ ***** w * 11 bo ' ®deemed upon presentation. 
^ ^r‘^L? ap P Uf1enant coupons maturing on end after the 

Redemption Date, at any ol the paying agents listed betow 

couponswill become void unless presented tar payment in tha 
panod vean from Redemption Dare and. in the 

paymSt^ thereo? POn3, wrtWn 0 years from the due dale ta 


_ „ ™ici!M raying flgam 

Bantpie National de Paris (Luxembourg) S. A 
24 Boulevard Royal, 2952 Luxembourg 


_ Paying Agents 

BHnque National© de Paris p.l.c. 

8-13 King William Street London EC4P 4HS 
Banque Nationals de Paris 
47-48 Boulevard du Regent Brussels 
Banque National© de Paris 
16 Boulevard das Italians, 75009 Paris 


Dated: 12th November. 1990 Banque National© de Paris pJjB. 
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.- Faced with looming 

recession and the 
__ uncertainties caused 
Lgfe* by the crisis in the~ 
MMM Gulf, companies are 
seeking better control of their 
business travel costs. Airlines and 
hotel chains are -adapting services 
to reflect this changing market. 
David Churchill investigates 

Cost control 
is the key 




BUSINESS TRAVEL 
management is now the key 
Issue d ominating the way in 
which companies regard send- 
ing their executives out of the 
office to do business. This haw 
been forced on the corporate 
sector by the onset of reces- 
sion, the economic uncertain- 
ties posed by the Gulf crisis 
and the increase in oil prices. 

“After the heady days of the 
sustained economic growth of 
the 1980s, companies are now 
facing up to the need for better 
travel management in the real- 
ity of the 19908”/ points out Mr 
John Donaldson, chief operat- 
ing officer of the Thomas Cook 
travel group in the UK. 

■ However, companies are not 
yet wielding the axe to all 
loans of business travel expen- 


•VTt’s ihot all bad news", 
/Jh&ists Mr Nigel Robinson, 
managing director of Pickferds 
HfeaniH® Travel. “The volume 
t£ ho okin gs for business travel 
remains at a. good level, but we 
ha$e seeaf ^definite emphasis 
ohamraaptes looking -for: ways . 


Of fWttroTUng ap pTMting -^arathP-r 
than sfamrty cutting it- back.” 


An estimated £22bn#^eiit 
on buMhess travel and associ- 
ated areas by UKjeomp?nies 
alone. Worldwide, the figure is 


' at least ten times th«* 

Expenditure by UK compa- 
nies is also significantly larger 
than many other areas of cor- 
porate spending, but, because 
of its fragmented nature, it is 
subject to far less control. 

American Express, for exam- 
ple, says that its experience 
with helping companies man- 
age hawi ar rangements sug- 
gests that savings of at least 10 
per cent are possible through 
controlling costs. 

“The key to successfully 
■ manag in g business travel u 
information - Including how 
much is being spent, by whom 
and on what”, says Mr John 
Petersen, general manager of 
travel management services for 
American Express. “Trying to 
manage a company's business 
travel spend without informa- 
tion is hke trying to fly a plane 
without radar.” 

. Companies have shown 
greater interest in travel man- 
agement over the past five 
years, te adds. When Amex 
began surveying corporate 
travel policies five years ago, 
only one in every ten compa- 
nies employed a designated 
travel manager. Now Amex 
says the. proportion has risen 
to fourin every ten. 

But many ‘travel managers' 


Aircraft of the UK’s second largest carrier. Air Europe, at Gatwtdc competition for North Atlantic routes Is Intense. 


are often secretaries, who book 
travel in edflftinn to their other 
duties. Amex found that nearly 
seven out of every ten compar 
nies leave travel arrangements 
to secretaries - yet few are 
trained in travel management. 

The need for training is all 
the more acute given the grow- 
ing complexity of business 
travel, with a maze of pricing 
s t ructu r e s and computer reser- 
vation systems. 

Tn spite of the uncertainty 
caused by recession and events 
in the Gulf, the longer-term 
iinmami for business travel 
seems assured, even if growth 
may not be as rapid as in the 
past decade. 

Spurring on such growth 
will be factors such as the com- 
ing single European market. 
Hotels and airlines believe that 
♦Me wDl bring, a new strategic 
awareness of the importance of 


Europe - rivalling the US in 
terms of iriro of market and 
influence. This is reflected in 
the jockeying by US carriers, 
such as United and American 
Airlines, seeking new North 
Atlantic air routes and linking 
up with European airlines. 

International hotel chains 
are also targetting Europe. 
Inter-continental Hotels, for 
■ example, is relocating Its head- 
quarters from New Jersey to 
London. Hie up-market US 
Hyatt and Conrad groups are 
developing several new hotels 
in Europe — Hyatt has 
recently opened hotels in Bir- 
mingham and Belgrade. 

Japanese investors are also 
keen an Europe - while the 
Adachi Enterprises Group of 
Tokyo has put £200m into a 
joint venture with Marriott, 
the US chain, to develop up to 
nine European hotels. 


The opening tip of eastern 
European adds to Europe's 
attractions. Hie problem, how- 
ever, will be to provide the 
infrastructure tomeet business 
travellers’ needs 

Bureaucratic red tape, for 
gmimp ia , is still the norm In 
eastern Europe, making it diffi- 
cult for western hoteliers to 
develop new hotels. 

Eastern Europe is not the 
only new market spurring 
business travel; the developing 
Pacific Him is an important 
destination, reflected In the. 
growth of air. services to the 
Ear East by the major carriers. 

The importance of the travel- 
ling executive to airlines and 
hotels - and related areas 
such as car rental, railways 
and restaurants — cannot be 
underrated. About 60 per cent 
of occupancy in de-luxe inter- 
national hotels Is taken up by 


business travellers. Airlines 
also depend heavily on foil-fare 
paying passengers. It has been 

wilwiht^ that, a frill lfwri of 

business class passengers on 
the London-New York route 
makes a flight profitable even 
if the other, mmim ore empty. 

• Not surprisingly, the busi- 
ness traveller is now the prime 
target for the marketing efforts 
of airline and hoteliers. British 
Airways, for example, spent 
£25m two years ago revamping 
its Business Class products 
and £10m was spent last year 
(m First Class. BA also recog- 
nises the needs of the full-fare 
paying business traveller fly- 
ing in Economy Class and is 
experimenting with a separate 
cabin on same routes. But the 
flftn being spent an improving 
its Economy Class service, 
announced earlier this month, 
could take some business away 


from its Club Class passengers 
seeking to cut costs. 

“We have seen a definite 
trend towards downgrading in 
air travel this year, reports 
Mr Robinson: from Pickfords. 
“We see a need for air carriers 
to after alternatives - a mid- 
way between business and 
economy qIhm — giving cus- 
tomers a good service at a 
more reasonable price.” 

However, winning the cus- 
tom of business travellers in 
the 1990s is likely to centre on 
ways of giving them mare con- 
trol, recognising their status 
and relieving stress. 

Surveys show that frequent 
business travellers often find 
travelling stressful; the more 
they do, the more stressful 
they became. “Travellers relin- 
quish office status for anonym- 

tty among thp maim of other 

business travellers”, concluded 
a survey of 700 travellers car- 
ried out by Hyatt Hotels. 

Developments In tecnology 
will help give executives 
greater control. “In-flight faxes 
- to add to the in-flight tele- 
phones already available - 
and computer maps tn hire 
cars ... will help give the 
executive more control over 
Ms travel’’, points out Mr Tom 
Nutley of the World Travel 
Market exhibition, which 
opens in London this month. 

New computer technology 
will be an important factor in 
business travel in the 1990s. 
Thomas Cook’s Mr John Don- 
aldson believes that computer 
reservation systems (CRS) 
“will probably be the single 
most significant development 
within the industry in the 
1990s. Companies that know 
bow to get the best out of CRS 
will ultimately dominate the 
industry.” 

Other technological develop- 
ments include that being used 
by reservation group Utel 
International. Its reservationa- 
gents can can up — using laser 
disc technology - an «c*™i 
view of most of the 6J5QO hotels 
for which it acts. 

Technology, however, may 
also reduce the need for busi- 
ness travel Video conferencing 
is gr o wi ng in use and sophisti- 
cation — yet many executives 
insist that personal meetings 
are more effective than televi- 
sion hnks- If that is true, then 
the future growth of business 
travel seems assured. 


IN THIS SURVEY 


■ Business Class: how far can 
airline services develop? 
Competition Is incense 

■Atrflm routes: interest is 
focused on the battle (or the 
business travellers flying the 
north Atlantic routes Pegs 2 


a cornerstone of the travel 
market — Pages 

■Jet lag: remedies Include 
bland diets, wrist studs and 
acupuncture 

■Ttevel gadgets; what smart 
executives are carrying in 
their briefcases Page 4 

■ Hotel chains: will business 
travel continue to be the 
engine of growth for the hotel 
industry in the 19908? 

■ Country hotels: growth in 

popularity encourages hopes 
that recession will not bite too 
hard Page 6 

■Women executfvev: should 
they.be treated any differently 
from their male counterparts? 

■ Traveller s* ta l es: desperate 
for a decent sandwich 

■Ups end hints: doing busi- 
ness abroad Is fraught with 
difficulties Page 7 


■Travel managers: employers 
are waking up to the potential 
savings 

■ implants: the pros and oons 
of having travel agency staff 
on-elte 

■ Corporate cards: banks and 

card Issuers Jostle lor advan- 
tage Page 8 

■Air (axis: the most profitable 
form of business travel, but 
demand Is slipping Page B 

■Car rental: operators lace 
challenging times 

■ R el ated Surveys Page 10 


Editorial Production: 
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When you fly aon-atop to Tokyo ia JAL’s new Executive class 
you’ll enjoy more space and greater comfort thaa ever before. 

Our new seat is 52cm wide, which .Is . a good deal wider than 


you’re likely to be 


The ergonomically designed back rest Is adjustable through a 


wide radlas-43 degrees, to be exact. And this makes It possible to really 


stretch oet and relax. 


*^ r 


p*. • - 



The wider seats don't mean narrower slates because we have 
only seven seats across the cabin. And before you drop oft to sleep you 
'cbb enjoy your choice of entertainment either on the big screen oc on 

Should you become dependent on the extraordinary level of 
comfort in JAL Executive Class, It Is nice to know you never need be teas 
comfortable. We fly non-stop from London, Frankfurt and Paris evsry day. 

Japan Airlines 

X V I I 1 I IF I I f f £ I E K C I. 
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( BUSINESS TRAVEL 2 ) 


How far can business class develop? David Churchill reports 

Airlines woo frequent flyers 


JUST HOW far can airline 
business class services develop 
in the 1990s? A decade ago, the 
space, service and general 
attention to detail in business 
class cabins would have 
seemed too good even for first 
class passengers; now, with 
regular business flyers used to 
the airlines’ wooing them on 
board, the facilities are often 
taken for granted. 

The problem facing the air- 
lines is made more acute by 
many business travellers’ (or 
more often their travel depart- 
ments’) questioning the need 
for business class travel at alL 
Even before the hike caused by 
the Gulf crisis, fares had 
already risen steeply in recent 
years: for example, a Virgin 
Atlantic Upper Class ticket 
between London and New York 
cost about £1,000 in early 1967, 
but is nearer £2,000 now. 

The difference is more 
marked because economy class 
fares on transatlantic routes 
have stayed virtually static. 

Even before the 
Gulf crisis, fares 
had risen steeply 

The pressure on companies to 
cut costs makes economy class 
travel look financially very 
attractive; pressure exacer- 
bated by British Airways’ 
planned relaunch early next 
year of its economy cabin ser- 
vices to give better valne for 
money. 

BA has already experienced 
the downside of improving 
in-flight facilities in certain 
sections. When it relaunched 
its Club World service two 
years ago. the service was 
regarded as so good by some 
business travellers that they 
downgraded from First to Club. 
The balance was restored last 
year by improvements to BA’s 
First Class service. 

For BA and other airlines, 
internal office politics is likely 
to keep most frequent travel- 
lers in business class: “After 
all, we have to work on board 
and arrive fresh!" is a hard 
argument for office accoun- 
tants to beat. 

But which airline to choose? 
Competition to attract the 
business traveller is intense 
and services are continually 
being upgraded. Air France, for 
example, has relaunched its 
business service with larger 
and fewer seats In business 
class; Lufthansa, on the other 
hand, is Increasing the number 
of check-in points for travellers 
- it now has some 10 hotel 
check-in counters in Europe 
and two In Manhattan, with 
more planned. 

Choice, however, differs 
, between executives and coun- 
tries, making it more difficult 
for the airlines to meet execu- 



Qtyn Oanin 

In the air, but not out of touch: In-flight telephones are already 
offered on some aanrlcas 


fives’ needs in all cases. BA, 
which carries out extensive 
research into passenger needs, 
decided to split its business 
class into two sectors: long 
haul with Club World and 
short-haul with dub Europe. 

The overriding strategy 
behind its Club services is to 
give the business passenger 
not only a better service but 
greater recognition. Club 
World offers a fixed cabin 
space to divide those passen- 
gers paying a higher fare from 
economy; passengers are 
addressed by the cabin crew by 
name; and there is priority dis- 
embarkation and baggage 
reclaim. Sir Colin Marshall, 
BA’s chief executive, described 
the new service as “a new 


mark of respect for business 
travellers." 

BA's Club Europe was based 
on the concept of saving busi- 
ness travellers both time and 
trouble when on short-haul 
European flights, rather than 
making the actual in-flight ser- 
vice too luxurious. Services 
such as valet parking for trav- 
ellers to Paris, Amsterdam and 
Athens have therefore been 
introduced at Heathrow's ter- 
minal four. 

The airlines compete on sev- 
eral factors for business pas- 
sengers. Space is one of the 
main weapons used, giving the 
passenger either more leg- 
room, seat-width, or both. More 
important to some travellers, 
however, is the seating combi- 


nation across the cabin: most 
executives dislike being stuck 
in the middle seat of a 2-3-2 
configuration. 

The boredom of long flights 
means that some travellers 
choose an airline on the qual- 
ity of food, although the stan- 
dard of most airline cartering 
is not high. American Airlines 
recently came top in a "blind" 
testing carried out by B us i ne ss 
Traveller magazine. 

Routes are often the decisive 
factor. Many travellers have 
been caught out, for example, 
when flying to the US by hav- 
ing to wait several hours for a 
co nnect ion at one of the US 
'bubs’ - the cities into which 
international flights fly for 
connection to US domestic air 
services. BA, on the other 
hand, has been picking up 
business to the west coast of 
the US with its direct flight to 
San Diego: other international 
flights require travellers to 
change at a 'hub' airport 

Hie key question for bosi- 

Some travellers 
choose airlines on 
the quality of food 


ness travellers, however, 
remains the way in which air- 
lines can develop business 
class service. Developments in 
technology which allow execu- 
tives to stay in touch during 
their flight clearly have a role 
to play- 

in-flight telephones, for 
example, are already offered on 
an experimental basis on a 
number of flights for out-going 
calls; better satellite links will 
improve the service and allow 
in-coming calls. In-flight fax. 
copying and computingfaclli- 
ties are also planned. 

While individual video 
screens are already provided 
on some services, airlines may 
soon be able to screen terres- 
trial television output on 
flights, via satellite links. 

One area of change being 
considered is whether to follow 
Virgin Atlantic and do away 
with a first class service in 
favour of upgrading business 
class, especially in terms of the 
space allowed for passengers. 

But many airlines are pre- 
vented from adopting this pol- 
icy by the perceived loss of 
prestige and the loss of reve- 
nue from abolishing first-class 
seats at the front of the air- 
craft, which typically cost 
twice as much as business 
nlass fores. 

Perhaps the most significant 
advances in business class ser- 
vices will come not In the air, 
but on the ground. The airline 
that can oner business execu- 
tives a better way of getting to 
the airport and checking-in 
will set the pace for business 
air travel In the 1990s. 


Gatwick- Guernsey. 

(The only way is buy us.) 


If that's the route you want to fly, we look 
forward to welcoming you aboard. You see, we 
run the only service. We have five non-stop flights 
every weekday, and even more at weekends. The 
truth is we have a total monopoly. But don't worry, 
we'll treat you as if we hadn’t. 


For details please contact 
your travel agent, or call us 
on (Q345) 444737. 

aireurope 


THE SHARP increase in 
aviation fuel prices coupled 
with the slowdown in eco- 
nomic growth has made the 
already intense competition 
between the world's leading 
airlines even more competitive. 

The changing shape of inter- 
national air travel as a result 
of these pressures is amply 
demonstrated by United Air- 
lines* ambitious bid to take 
over Pan Am’s transatlantic 
air routes. 

The move, if successful, 
would give British Airways 
probably its most effective 
competition on the lucrative 
North Atlantic air route. This 
would be ironic, given that 
United is BA’s marketing part- 
ner In the US, providing the 
internal US connections from 
its various hub airports. 

BA itself is seeking to 
strengthen its position in the 
world airline stakes with a 
joint bid (with KLM of the 
Netherlands) to take a 20 per 
cent stake in Sabena World 
Airlines. 

The battle for business trav- 
ellers flying the North Atlan- 
tic, however. Is where most 
interest is focused at present 
More than a dozen airlines 
compete for the business travel 
market, with a bewildering 
array of prices, special offers 
and Improved business class 
facilities. 

BA is the dominant British 
carrier, with an estimated 42 
per cent of transatlantic traffic, 
flying to 10 North American 
gateways or hubs from four UK 


air travel 


Competition 

intensifies 


airports. Virgin Atlantic is the 
only other scheduled British 
carrier operating across the 
North Atlantic and its “Upper 
C lass " cabin for the business 
traveller has won a clutch of 
awards. 

As well as United, American 
Airlines is seen as ambitious to 
strengthen its transatlantic 
routes. It has also expressed an 
interest in buying Pan Am’s 
routes and has held talks with 
both Continental and TWA 
about taking over some of 
theirroutes. 

In terms of business class 
cabins, most frequent transat- 
lantic flyers currently rate 
(according to various business 
travel surveys) BA and Virgin 
Atlantic as offering the best 
service. The US carriers, with 
the exception of Delta Airlines, 
has yet to catch up with the 
standards set by both those 
British airlines. Delta, for 
example, offers a 43 inch seat 
pitch, compared with 38 inch 
for TWA. Pan Am and Conti- 
nental, and 37 inches for Amer- 
ican. 

B; comparison with the 
North Atlantic routes, competi- 


tion for flyers to south-east 
Asia and the Pacific Rim coun- 
tries is relatively sedate. Ser- 
vice is the key marketing 
weapon, and it is here that MT- 
llnes such as Cathay Pacific 
and Singapore have estab- 
lished enviable reputations. 

Cathay’s redesigned Marco 
Polo business class, with sev- 
eu-abreast seat configuration 
(instead of eight) and larger 
seats, has won several awards 
for its service. It has also 
recently extended its telephone 
check-in service to Gatwick, 
from the trial operation started 
in Hong Kong last year. The 
system enables First and 
Marco Polo Cabin passengers 
with hand baggage only to 
check-in by telephone, thus 
enabling them to arrive at the 
airport just 30 minutes before 
departure. 

Cathay's main problem at 
present is getting enough 
flights out of Gatwick, so it is 
planning to expand its services 
ria UK regional airports. 

In Europe, the main thrust 
of changes centre around the 
1982 deregulation of European 
Community frontiers, which 


could pave the way for greater 
liberalisation of cross-Euro- 
pean air routes. 

Por the business traveller, 
this should not only mean 
greater choice from more com- 
petition but also holds out the 
prospect of cheaper feres. Yet 
lower prices are by no means 
certain as some estimates sag- 
aest that other changes to EC 
air transport policy could see 
prices rise sharply- European 
air fares have already men by 
an average of 11 per cent over 
the past two years, with same 
routes - such as London to 
Paris - rising by even more. 

Not surprisingly, many busi- 
ness travellers are more than- 
mrpiing to fly economy class on 
short-haul European routes 

rather than pay substantially 
more for business class. 

Where competition is proba- 
bly fiercest of all, however, is 
on the UK domestic services. 
BA which so dominated 
domestic routes that its Shut- 
tle service has become estab- 
lished as the generic name for 
domestic air travel, has 
inc reasing ly faced stiff compe- 
tition in recent years. Rivals 
who have developed their own . 
niches in the UK market 
include British Midland, Air 
UK, and Dan Air. 

BA still has the major share 
of UK routes, helped by the 
relaunch last year of its Shut- 
tle services to improve in-flight 
catering and a faster check-in 
service for business travellers; 

David Churchill.. 
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BUSINESS travellers to Hong 
Kong are still able to enjoy the 
benefits of perhaps the widest 
selection of luxury-class hotels 
of any city in the world, com- 
bined with some of the lowest 
prices for such top quality 
lodgings. 

The aftermath of the events 
in T iananm en Square last year 
may have begun to fade in the 
memory of both business and 
leisure visitors to the colony, 
with visitor numbers recover- 
ing to pre-crisis levels. 

But the impact of the sharp 
fall in incoming numbers 
unfortunately - for Hong 
Kong's hotel industry - coin- 
cided with a substantial 
increase in the number of hotel 
rooms coming on stream. Ten 
new hotels opened last year, 
adding some 4£00 rooms, with 
about a dozen hotels opening 
this year. This will bring total 
hotel room numbers up to 
around 32,000 - double the 
level of a decade ago. At the 
same time, established hotels 
have been busy refurbishing to 
offer an enhanced service for 
their regular guests. 

Inevitably, as in any market, 
when supply exceeds demand 
the result is falling prices. 
Hong Kong hotel prices came 
down by approaching a third 
on average, although more 
established hotels such as the 
Mandarin Oriental were less 
willing to discount room tariffs 
than some of the newer compe- 
tition. 

The Mandarin, regularly 
voted among the top hotels in 
the world for business travel- 
lers. is in a rather unprepos- 
sessing building on Hong Kong 
i sland which houses the finan- 
cial district. The Mandarin, 
however, remains the favourite 
of top executives because of its 
high service level: it has one of 
the highest staff to guest ratios 
among Hong Kong hotels. 

But even the Mandarin has 
come under pressure over to 
take on small conference 
groups, albeit usually of direc- 
tor-level delegates. It also has 
marketed itself towards incen- 
tive organisers as representing 
the ultimate reward in hotel 
destinations. 

Much or the new hotel devel- 
opment in Hong Kong has been 
taking place on Hong Kong 
island, especially as a conse- 
quence of the new convention 
and exhibition centre which 
opened in the Wanchai district 
in 1988. This offers two 9,000m= 
exhibition halls and conference 
space for up to 2,600 delegates. 


BUSINESS CITIES: Hong Kong 

Low-cost selection 
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Twenty flights up: the Executive Lounge an the 20th floor of the Hong Kong Hilton 

On top of the convention 
centre are two of the newest 
hotels: the Grand Hyatt and 
the New Wotld Harbour View. 

Also recently opened is the 
Conrad, part of the US Hilton 
group (not to be confused with 
Hilton International). The 
Grand Hyatt has one of the 
hottest night-spots in town, 
called JJs. 


What makes Hong Kong 
such a favourite with business 
travellers from all parts erf the 
world is the sheer buzz and 
excitement of the city, it also Is 
a shoppers' paradise: virtually 
anything can be bought among 
the myriad of shops of Kow- 
loon. On Hong Kong Island 
itself all the world's top fash- 
ion designers have outlets. And 
there are always the famous 
tailors who will run you up a 
made-to-measure suit in a day. 

The key issue facing the 
island is obviously what will 
happen after 1997, when Hong 
Kong is handed back to China. 
Perhaps the strongest sign, 
however, of the optimism that 
exists in the future after 1997 is 
in the development plans for 
more hotels and conference 
facilities in the mid-1990s and 
beyond. Hong Kong is the sort 
of place where money is the 
clearest indicator of public sen- 
timent. 
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MORE OF AN 
INCENTIVE 

MORE OF A 
DIFFERENCE 
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.If The dillsi'ence is you're oil aboard. 

// Ever) thing from a ci tame ran to j 
l| clipper too poddies (corner toon cceart liner. 
,1 Everywhere from the Amazon to the 
I Danube, from the Great Barrier Reef tc the 
I from the Caribbean to the Ni!e. 

I Anytime trorn 3 to K Cays. 

I Or. Fred. Olsen incentive packages cr 

II whole ship charters. A wide selection of 
A vessels, destinations and durations lor mere 

of an incentive with more ol a dillerence 
Contact Bob Moore bn i 
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New dolly service (fired to Barcelona, Madrid - 


FROM GATWICK 


and Malaga. 



FROM HEATHROW 

'First otrt, last back* service to Madrid, 
4 dirwf flights every weekday. 





FROM BIRMINGHAM 


FROM MANCHESTER 

■ -. ; H 

3 (Greet flights o week to Barcelona 

VJT 

Daily direct to Barcelona and 

i'J-H 

.. •X.r.S 

and Madrid. 

- - . ,« m l~ 

Madrid. 
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MORE OPPORTUNITIES TO DO BUSINESS IN SPAIN. 


New Berta ofleis even mote choice tar the business traveller 
to Spam 

ThaTs become we've started ope«a8ng our brand-new defly 
services from Gatwick direct to MocWd, Bcrcotona and Malaga 
from Heaffnow ws continue fo ffy ocf IW to Madrid in the mcminQ 

and km bode bi the evening, evay weekday. So you can haveofuR 
day's vrodc wShoul staying over. 

fou can Cfco fly dracf to both Barcelona and RtaUcUdavsc 
week Horn BJnrtnoham end dofly from Manchester, 

These new services are In ottflllon to our direct dgfly tights from 

London 071 4375622 ttmdwlw 061 434 6444 


Hedhrow to a further 10 destination*, Jndudng Barcelona. Bilbao 
and Senate. 

Rytng bertrt Preference Oats you! enjoy unrivalled sendee. 
Including use ol etdisWe beria afcport lounges at Madrid ana 
Barcelona 

If you hovel regularly, Joining toedas Business TraveBefs Bonus 
Scheme wtE bring you many arirocSve erfra benefits, such as 
cSscourts on car ftfre md hoW wwommodaton h Spain. 

So, if you're looking for a ratable sendee tom one ol Euope’s mref 
on-feno airlines, !um to tberia. the oWne mat reaay moan; bustnen. 


Cortad yaw Business Travel Agent lor dekds or ring your local 
faeriaofflee. 

A bee, £10 Dtdy ftee Voucher is cunanfly avaflofela to menoen of 
ttwkrs Business Traveler's Bonus Scheme (oOer closes 31.l2.VCQ. To 
fofci and cUm your voucher, simply send off he coupon ta Iberia's 
Business Travelers Bonus, FREEPOST 1399, 

Slough, Berts SLI4SU. 
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AS THE Soviet Union inches 
.a mar ket economy, 

Mpaaw is attracting an kinds 

maise life in 
Sovtet capital less difficult 
for business visitors. 

_ j* a f®P° r t Photographs and 
P^J n . tm f services can be 
Ai^agraphlcs in 
Street - the city's mufti 
sttf* recently restored to its 
^Pre-revolutionary name of 
t. rverahaya. Service at Pizza 
“ 2J* ra takes around IS min- 
utes. And American Express's 
Moscow office will supply cur- 
rency tor cardholdersCSoviet 
banks wul only give you rou- 


Ggfeatt- 


The key to virtually all of 
these facilities is foreign cur- 
rency. With roubles, visitors 
will be confined to a swim in 
the h eated outdoor Moskva 
swi mmin g pool or a m«»a l at 
McDonald’s. 



Travel withto the Soviet 
Uhlan is no longer restrictedto 
the official travel xntour- 
ist Alternatives include Aero- 
tour, a SovietCyprlot^Joint 


venture 
e m ployees 


ithe_ld«l 

gmfleiind 


Crossed linse one. of ths main chaltenoas In the Soviet capital Is the (otophone system 

BUSINESS CITIES: Moscow 
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While orders have probably 
been issued so that customs 
officers at Sheremetievo air- 
port mate the. first encounter 
with Soviet bureaucracy rela- 
tively painless, polite and help- 
ful employees axe stfQ a rarity. 

Once in Moscow, the mafrn 
challenge win be getting hold 
of people on the tel ephone, A 
person's direct number, be it in 
their hotel room or nfflra, is 
essential, since switchboards 
are unknown to most Soviet 
institutions. A favourite pas- 
time in Soviet offices is a form 
of “pass the parcel" which 
involves sending a caller from 
one telephone number to 
another. 

Although international tele- 
grams are easily sent from the 
central . post office on . Tver- 
skaya Street, do not bother 
with the postal service - 
letters can take a month or 
more to reach western Europe. 
However, courier firms such as 
DHL have offices in Moscow. 

Information Moscow, listing 
numbers for restaurants, 
hotels, embassies, foreign com- 
panies and major Soviet insti- 
tutions, is basic required read- 
ing. But for the telephone 
numbers for every ministry in 
Moscow, something closer to a 
'telephone .book - Vsya 
Moskva - has appeared in the 
last few -months, mil is avail- 
able in Beribzka foreign cur- 
rency steps. 


Slow improvement 


Moscow Magazine, a kind of 
■what's on’ guide published In 
English once a month, is good 
for details of restaurants, 
shows, museums, and sports 
facilities. It also publishes 
lively, intelligent feature 
articles about Moscow and 
Soviet life. It is on sale in 
hotels, some street kiosks and 
foreign currency supermarkets 
such as Stockmanns and 
Sadko. 

Organising anything from a 
meal in a restaurant to a busi- 
ness meeting requires advance 
planning with a few excep- 
tions. Hotels can arrange sight- 
seeing tours but will some- 
times require 24 hours notice. 
Banks in hotels may be closed, 
even though the the signs say 
they are open. 

FOr Russian cuisine at, say, 
the KVn pntiHiwiHiy i — fiie cap- 
ital's first and possibly finest 
co-operative restaurant - or 
any other foreign currency res- 
taurant, it is safe to book a few 
hours in advance. Moscow now 
haa a w hole range of restau- 
rants which charge hard cur- 
rency - they are either coop- 
eratives or joint ventures with 
foreig n partners, such as the 
Delhi, an Indian restaurant 
which offers ethnic dancing 


BUSINESS CITIES: London 


Unlikely 

favourite 
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TO MOST Londoners ft hardly 
- seems credible that the UK’s 
capital could he: voted — for 
the second year, running - as 
the f avo u rite business city for 
international readers of a lead- 
ing business travel magazine. 

How cquld anyone prefer 
London to Singapore, Hong 
* Kong tv Paris (the next three 
.favoured cities in the Business 
Traveller magazine poJD? 

Probably for the simple rea- 
son that while London may 
seem drab and dirty to Landoxt- 
era; it offers the International 
business traveller a range of 
other 'attractions that tow 
. dtlflS nan match. 

The heritage and culture, for 
example', are often cited by 
conference organisers as 
amtmg the most important rea- 
sons for holding large-scale 
International meetings in. Lon- 
don. 

What brings many business 
travellers to London, according 
to various surveys, is often a 
meeting, convention, or incen- 
tive trip- London, however, is 
not well served with meeting 
faculties.'.. .■ 

. The Earls Court and Olym- 
pia complex has London’s big- 
gest exhibi tion . hails with 
attached conference facilities; 
an expensive facelift has 
impro ved the facilities. consid- 
erably and a new 17,000 square 
metre exhib ition hall comes on 
stream in January. 

But these halls, tike others 
in London, are often compared 
unfavourably by business trav- 
ellers, with the purpose-built, 
modern facilities on off er in- 
many continental capitals. 

Some attempts have been 
tpade to provide modem con- 
ference facilities: the Queen 
Elizabeth H conference centre 
apposite the Houses of Pa iffla- 
ment, for example, provides 
Just the sort Of prestige, large- 
scale meetings, facilities that 
London so badly needs. But 
asking an international visitor 
to travel acres? London from 
Heathrow to penetrate the 
docklands infrastructure in 

search of the London Arena for 
a contotehce or exhibition is 
hardly- -Ekdy to' encourage a 
frame of mind conducive to 
doing business. 

London's hoteliers are put- 
ting on a brave public face 
about the drop in traffic, 
ptthnri gh in private they are 
concerned that a slide into a 
world recession will mean a 
farther dropin guests- 

A sign of the pressure on 
hoteliers came in a recent sur- 
vey from Expot el Executive 
Travel, a hotel reservations 
agency, which found that Lon- 
don's five-star hotels tills year 
could notreven match infl ation 
when they increased tariffs. 
Expotel -found that the price 
for a single room, including 
breakfast, was an average £179 
par "iph*- this represented a 
rite of dnly ftS per cent an last 
year. 

fix contrast, three and four 
star hotels have kept up with 


inflation, pushing prices up 
faster this year, at around 9 
per eent. Out-of-London prices 
have risen foster than infla- 
tion. ... 

London, bas some of the 
world's best hotels at the top 
end of the market but not 
enough mid-price and budget 
accommodation tor the cost- 
conscious business traveller. 
The Savoy Group has probably 
the best clutch of luxury hotels 

- Claridges, the Connaught, 
Berkeley, and the Savoy itself 

- while the top occupancy 
rate is raid to be achieved by 
the Four Seasons Inn on the 
Park. 

The refurbished Dorchester 
Hotel reopens this month and 
next year sees the opening of 
the Lariflhnm Hilt on hotel just 
off Oxford Circus. The new 
Conrad Hotel, in .the Chelsea 
Harbour complex is the first 
all-suite hotel in the UK, offer- 
ing business travellers effec- 
tively two rooms for the price 
of one. 

Restaurants have been more 
obviously hit by the onset of 
economic slowdown. Business 
restaurants are said to be 
a ttracting up to a fifth fewer 
customers flik time last 


However, the top business 
restaurants report little 
change. For smart central Lon- 
don dfafag, the two favourites 
remain Orso in Wellington 
Street, Covent Garden, and the 
Caprice just behind the Rite 
.hotel off Piccadilly. 

Hotel restaurants are always 
a if uninspiring, bet for 
the business traveller who 
requires extra discretion and is 


prepared to pay for it 
The Save 


Savoy Grill is a top 

favourite with many power 
brokers, although the Upstairs 
Bar at the Savoy shares the 
same chef and Is cheaper for 
lunch. 

Nightclubs are a problem for 
business travel visitors. Most 
Of the top ones, such as Anna- 
bel’s in Berkeley Square, admit 
members only. Other members- 
only clubs, such as StringfeL- 
low’s in St Martin's Lane, are 
more liberal in their door-pol- 
icy, althou gh they will he more 
down-market in their appeal 

For many business travellers 
the appeal of staying In Lon- 
don encompasses its opera and 
ballet (tile Royal Opera House 
is expensive but impressive for 
clients, even if the seating 
arrangements leave much to be 
desired) and its theatre. 

Yet perhaps a sign of the 
tougher times for Londoners in 
general has been the lack of 
new m usical blockbusters this 
year: Miss Saigon and Phan- 
tom of the Opera are still the 
most popular shows for busi- 
ness executives and tourists 
wuirg, with few theatre produc- 
ers apparently willing to risk 
the substantial investment 
needed on new shows of a simi- 
lar nature. 


David Churchill 


shows in the evening. Another 
place which provides a floor 
show is a very expensive, but 
excellent French restaurant in 
file Mezhdunarodnaya Hotel 
When McDonald’s doubled 
its prices last month, the 
queues disappeared for a few 
weeks only to resurface with a 
vengeance (although the 
queues move quite quickly, the 
best time to try for a queue- 
free Big Mac is at around 
10.30am). Pizza Hut, another 
western oasis which set up 
shop in September on Kutuzov- 
sky Prospect and Gorky Street, 
is nng of the few foreign cur- 


rency restaurants where a 
table can be had on the spot 
(the rouble section is desper- 
ately packed). Employees have 
been taught parrot-style to say 
things like "My name is Valery 
and Tm your waiter today”. 

But however western such 
places may appear, be p repared 
for a Soviet-style catch in 

many attnatimriR. An attempt to 

use brand new telephone 
booths in the MoMnmmil. 
naya Hotel - with direct dial- 
ing to the west - foiled when 
this correspondent was told 
that tiie hotel had run out of 
special telephone cards. 


offer custdfaera' a seat while 
they watt. They book hotels in 
Moscow and Leningrad- arid 
sell ai rcraft tickets for 'bard 

to the traveller to arrange his/ 
her visa. . 

Be warned; howev er on a 
busy day, the office will resort 
to Soviet habits such as hot 
picfcbig up the telephone. 

The tJkraine Hotel once 
rented Soviet cars for roubles, 
but now charges dollars. A 
Japanese-Soviet joint venture 
often Nissan cars while 
another venture - Rozec - 
will lay on chan filtered cars to 
the airport at Sam. Most hotels 

ran hdp wttfh fln«Ung fa rtfl r pwf. 
era. 

Taxi-drivers, who can spot a 
foreigner a mile away, will 
usually demand foreign cur- 
rency or western cigarettes, 
although they can be per- 
suaded to take roubles by Rus- 
sian-speaking westerners. 

For medical needs, visitors 
now have a choice of western 
medical centres which can 
offer treatment and sell 
Imported drugs on the spot 

Recent changes in currency 
regulations do not affect fta 
tourist rate offered to visitors, 
so it is still neither worthwhile 
wnr a>fe to use the blfli-v mar- 
ket 


Leyia Boulton 


Conference and incentive travel 



worries 


CONFERENCE and incentive 
travel has'been one of the cor- 
nerstones of business travel 
over the. pest decade: an esti- 
mated one in four a*an iti uH« 
travelling are thought to be 
imnftvBd m travel to a meeting 
or as an Incentive. Hence the 
concern Over how far the recea- 


sion will hit this market 
yy David Hackett, rfmrirmaTi 
of The Marketing Organisa- 
tion, says: “There is some -con- 
traction in the market, to par- 
ticular, the size of incentive 


‘There Is some 
contraction In the 
market* 


travel groups is smaller, witik 
the ftwmmmc ritnatinn making 

it more difficult for salesmen 
to meet qualifying targets.” 

He reports that more than 
200 groups have' been taken 
abroad this year, some 25 per 
cent more than in 1989. 

Thomas Cook's conference 
subsidiary Compass also 
believes that the market will 
stay relatively buoyant, even 
in difficult economic condi- 
tions. “We are finding that 
companies, in an effort to 
increase motivation, are spend- 
ing more on inw»n ti™ travel 
tor their staff clients 


says Mr lan Sparks, 
Compass's sales director. 

Expenditure by UK compa- 
nies on nnft incen- 

tive travel is estimated at 
nearly £2bn per year, although 
exact figures are difficult to 
calculate because of the 
diverse nature of the industry. 

European destinations are 
stOl the most popular with 
companies because of the 
shorter travelling time. Paris 
remains the most popular con- 
ference and incentive venae. 

However, long-haul destina- 
tions, e specially to Florida, are 
growing in popularity. Abbey 
Life recently Clew 1,200 dele- 
gates to Orlando for a conven- 
tion; it was the biggest one-day 
corporate group travel move- 
ment from any UK airport 
About one in every ten visitors 
to the Florida city is on a con- 
ference trip, says the Orlando 
Tourism and Convention 
Bureau. Obviously, the key 
attraction is Walt Disney 
World, which has -started to 
attract a growing number of 
conferences, helped by the 
opening of two new conference 
hotels, the Swan and the Dol- 
phin. Japanese car manufac- 
turer Toyota recently took a 
group to the Swan, which is 
managed by the Westin hotel 
company. Westin operates a 
scheme called the Golden 
Gavel which gives conference 


and incentive guests priority 
and extra help when needed.' 

Most conference and incen- 
tive trips are undertaken by 
email groups: one recentsurvey 
of larger companies found that 
six out of ten groups involved 
only up to GO travellers, with 
only one in every ten involving 
more than 150. 

Some 80 per cent of trips 
were to four- or fivestar hotels, 
with six out Of every ten com- 
panies using tourist-class 
flights. Car manufacturers 
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Abbey Life flew 
1,200 delegates to 
Orlando, Florida 


used incentive travel most, 
according to th e consultants, 
followed by pharmaceutical 
producers, financial services 
companies and consumer 
goods businesses. 

Some travel trips involve 
considerable imagination. Mr 
Hackett says that theme par- 
ties can be based on virtually 
any subject; recent ones that 
bis company has organised 
include those around the 
themes of Dickensian Christ- 
mas, Wild West and Efi-de-Hi 
holiday camps. 
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the land of the free, 






We’re giving away free 
return 1 economy tickets to 


the States. Not just to New York, but to 33 other 
destinations as well. And not just a standby ticket, either. 
This free ticket is confirmed. 

So how do you qualify? Easy. You simply purchase a full fare 
return TWA transatlantic First or Business class seat in the UK or Eire 
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and travel between November 1st 1990 and March 31st 1991. 


You can then use this free economy ticket ( either for yourself or a 
friend) up to December 13th 1991. 

Feel free to call your travel agent or TWA on 011 43 9 0707 for 
reservations, voucher forms and further information. 



For the best of America. 


'Subject to load airport taxes and (barges which 
Tb clam y cur fra economy flight collect a 


uvU be laid at tbt time of booking. *0ffcr available in the UK and Eire. Flight availability cannot be confirmed earlier than 30 days before intended date of departure, 
voucher form when you bid up your ticket. Membership in TWPis Frequent Flight Bonus Progam is required; if you ore not already a number, enrol now. Certain ether conditions 
may apply to this offer, please ask for details. Free economy ticket not ootid between fane iy September iy ippi. 
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( BUSINESS TRAVEL 4~") 


Jet lag and its remedies 

Bland diets, 
studs and 
acupuncture 


SIR FRANCIS Chichester, the 
famous sailor, was seasick for 
a day each time be put to sea. 
His son Giles, publisher and 
aspirant politician, inherited 
the same problem bat says that 
it never impeded his love of 
sailing. 

But a friend I took for a 
drink on one of the floating 
restaurants moored along the 
Embankment in London asked 
to go ashore within minutes. 
Her stomach rebelled against 
the gentle motion of the incom- 
ing tide in the Thames. 

I consulted Mayfair phar- 
macy John Bell & Croyden, 
flagship of the Macarthy c hain 
of chemists. What nostrums 
did they recommend for the 
business traveller of the 1990s? 
I asked Mr Arvind Gautama, 
the pharmacist who manages 
this film-plus business, 

Many people confuse travel 
sickness ana jet lag. says Mr 
Gautama. Travel sickness is a 
direct response to an unfamil- 
iar motion, which ceases when 
the motion stops, whereas jet 

Many confuse 
travel sickness and 
jet lag 

lag is the depression and sleep 
disturbance than can follow 
long distance air travel. Often 
what is called jet-lag is no 
more than the weariness that 
comes from the general hassle 
and constant vibration associ- 
ated with most modern traveL 


For travel sickness, there are 
a variety of over-the-counter 
medicines - pills for travel 
sickness, such as Kwells, Stug~ 
eron and Dramamine ("an old 
friend, used for many years"). 
The pharmacist win advise the 
customer on the basis of such 
factors as age and whether 
drowsiness could be a problem-. 
These three preparations, inci- 
dentally, are designed for all 
thp family, although childr en 
under four years old need spe- 
cial medical advice. 

The latest travel sickness 
preparation is available only 
on prescription. Scopoderm 
ITS comes In a transdermal 
patch, the technology Ciba- 
Geigy has developed for leak- 
ing medicines steadily through 
the skin and into the blood- 
stream, so maintaining the 
patient at a constant dose 

Level. 

In this case the patch is 
stuck behind the ear. The med- 
icine is hyoscine, the niiraimrt 
from hyoscyamus (henbane) 
used in Kwells. and also used 
to induce “twilight sleep”. One 
obvious advantage for the bad 
traveller is that, if they are 
sick, there is no danger of 
them throwing up a partly dis- 
solved pOl and depriving them- 
selves of further medicine. The 
sachet continues to drip-feed 
for 72 hours. 

Mr Gautama also sells non- 
medicinal prophylactics 
against travel sickness. The 
Sea-Band, for example, is said 
to provide effective nausea 
control against all forms of 
motion sickness, without Indu- 



Atan Harper 

Shock treatment: Arvind Gautama of John Bell and Croyden 
with the AcuHealth electronic acupuncture Instrument 


dng drowsiness or other side- 
effects. Parents like It for chil- 
dren, to avoid giving them 
drugs. Sea-Band is simply a 
pair of elasticated bracelets 
worn round each wrist, with 
plastic studs that press gently 
on the Nei-Kuan point (mid- 
wrist, about three finger- 
widths from the hand). It 
comes into action within five 

inlwntpw an^[ lasts nc long as it 

is worn, the makers claim. 

Sea-Band costs £6.50 a pair 
from John Bell & Croyden and 
can be washed and used 
repeatedly. But the traveller 
who is in the mood to spend 
more on the same principle of 
nausea control may be tempted 


YORK 

THE DISTINCT ADVANTAGE 



ELECTRIFYING 

OPPORTUNITIES 

When we say York is just a short trip from London, we're not giving 
you just any old tine - but the fastest Intercity line in the country. And with 
massive investment in electrification your journey will soon become even 
more convenient - creating electrifying opportunities for office relocation. 

YORK TO LONDON — 1 HR 45 MINUTES 

So if you're looking for a city with all the right connections - 


excellent road as well as rail 
communications 

school leavers with academic 
qualifications among the 
country's best 

- then you must consider York. 


• trained experienced workforce 

• an exceptional range of prime 
office location and site options in 
a thriving business community 
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York Area Economic Development Unit, Freepost, York YOl 1GZ. Tei: (0904) 653655 
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by an Australian instrument 
that Mr Gautama introduced 
last year. . 

AcuHealth is an electronic 
version of acupuncture. 
designed to be self-adminis- 
tered for the relief of many 
minor illnesses, pains and dis- 
comforts. It comes in a pack 
about the size of a hardcover 
novel, containing the battery- 
powered instrument and a 144- 
page guide book on treating 
dozens of ailments from arthri- 
tis to warts. More specifically 
for travellers, it is recom- 
mended for nausea, headache, 
migraine, swollen legs, aching 
legs, restless legs, hangover 
and bags-under-the-eyes. At 
this pharmacy it costs £149.95- 

AcnHealth has nothing to do 
with needles. The hand-held 
device has a slender metal 
probe which is pressed against 
the skin In designated places, 
but never penetrates. It first 
locates {daces of low electrical 
resistance, then is held on 
these spots for a few moments 
- “at least 20 seconds" - 
while a minuscule current 
flows into the skin. The circuit 
is completed by pressing a 
thumb against a contact plate 
on the device. Treatment is 


recommended up to three 
times a day. l as tin g as long as 
people "feel it helps”. 

For travellers worried about 
nausea and sea-sickness the 
point for treatment appears to 
be the one in the wrist used by 
the Sea-Band, designated P6. 
Most kinds of nausea respond, 
as does stress, it is c laim ed. 
But for some unexplained rea- 
son people are advised not to 
use this point In the fourth 
month of pregnancy, but 
instead to try other points on 
the hand and leg, and beneath 
the rib cage. (This last point is 
used to relieve wind and diges- 
tive troubles.) 

AcuHealth is recommended 
for jet lag. It offers five points 
for treatment - on the back of 
the hand and wrist, on the 
elbow, the knee and the top of 
the head. The makers advise 
treatment several during 
a flight and for a day or two 
after. 

Jet lag is not a medical syn- 
drome. It is not identified by 
the latest edition of Blacks’ 
Medical Dictionary. Neverthe- 
less, some people suffer dis- 
tress of various kinds before, 
during or after a flight One 
way of alleviating the prob- 
lems is to sniff a few drops of a 
fragrant oil, says Ms Frances 
Clifford who runs the Body- 
treats Clinic, one of the phar- 
macy's specialist consultan- 
cies. 

For £30 she will provide, by 
appointment an hour's consul- 
tancy leading to a prescribed 
mixture of oils - lavender to 
“bring people back down” from 

A few drops of 
fragrant oils can 
ease the problem 

a state of euphoria, rosemary 
or basil to dispel sluggishness, 
orange blossom to overcome 
fear and peppermint oil or gin- 
ger for nausea. Her oils can be 
sniffed from a tissue or inhaled 
from a bandbasin in flight 

In contrast in 1982, Argonne 
National Laboratory, a US gov- 
ernment research centre, pub- 
lished the Argonne Anti-Jet 
Lag Diet to help travellers (and 
shiftworkers) adjust to distur- 
bances of the biological clock. 
It was developed by Dr Charles 
Ehret from studies into the bio- 
logical rhythms of animals. His 
diet involves a feast-fast-feast- 
fast cycle lasting four days. 
Some might say the treatment 
simply exacerbates the prob- 
lem. 

David Flshlock 


Lucia van der Post looks at gadgets for travellers 

Spoiled for choice 


ONCE, the smartest gadgets 
that executives on the move 
required were a sharp brief- 
case, a clean shirt, toiletries 
and an alarm clock. 

Now, they are spoiled for 
choice; the gadget-minded 
could easily fill the briefcase 
with high technology toys, 
leaving little room for some 
tempting afterehave. r a clean 
shirt and a good read. 

The biggest problem is likely 
to be one of choice. The best 
advice is to think carefully 
before buying - carrying 
something too complicated or 
technical can be a waste of 
space. 

However, miniaturisation is 
the name of the game. Shaving 
brushes, computers, radios; all 
come smaller, neater and ligh- 
ter than before. _ 

Some executives get by with 
little more than a shaving kit, 
ripan clothes and an address 
book and pen but those who 
are fully at home In our grow- 
ing hi-tech world can have lots 
of fun. 

The jet-lag computer at 
£79.95 could hardly be said to 
be vital. But if jet-lag is a prob- 
lem, the executive who travels 
across time bands can punch 
in departure times, arrival 
Hrnug and hours in the air and 
receive a programme of how to 
organise hours to keep jet-lag 
to a minimum. 

When it comes to electronic 
diaries the chief contenders 
seem to be the Psion's Organ- 
iser and Sharp's IQ. 

For somewhere between £100 
and £200 they store a lot of 
information in a small pack. 
Sharp’s IQ is for those who 
love computing and who relish 
every complexity as yet 
another challenge. It is not a 
doddle to use, but it could save 
carrying rafts of paper and it 
can be used as an electronic 
personal organiser to store per- 
sonal data such as addresses, 
telephone numbers, diaries and 
reminders. 

Microwriter's Agenda is 
about the size of a personal 
organiser (about lOin by 4in) 
and besides all the other func- 
tions it has a word-processing 
possibilities. 

Those who feel insecure 
when separated from their PCs 
can be reassured that models 
are getting smaller and 
smaller. 


NO-ONE has yet found a way 
to tamp New York, but with a 
modicum of caution, the city 
can be managed and even 
enjoyed. 

The biggest obstacle is the 
traffic, which can make dash- 
ing between meetings a logisti- 
cal nightmare. If your budget 
stretches to limousine service, 
this is the most comfortable 
way of getting around. Other- 
wise, consider taking the sub- 
way. It is efficient, particularly 
when travelling uptown or 
down, although travelling 
across city is more difficult, 
since most lines stick to the 
east or west sides. The fore is a 
flat 11.15. 

As for safety, the subway is 
probably no more and no less 
dangerous than the city 
streets, and the same rules 
apply: avoid empty carriages; 
ride at the front with the 
driver or in the middle with 
the guard; try not to look con- 
spicuous by looking confused 
or staring at a map; and do not 
flash money or jewellery. 

Many New Yorkers carry 
so-called 'mugger money', 
about $20 in cash, in a separate 
pocket or wallet, to appease 
anyone who might point a 
knife or a gun at them. That 
said, most New Yorkers have 
never been mugged or 
attacked. 

A simple precaution is to 
know the city's streets. In gen- 
eral, New York dirides along 
easl/we.st and uptown/down- 
town lines. The avenues run 
fairly straight between the 
northern and southernmost 
points of the city (except 
Broadway, which nines l. Ave- 
nues are intersected by streets, 
which run straight between 


NEW YORK 

Taming 
the Big 
Apple 

the Hudson and East Rivers. 

Most business travellers 
arrive in New York at one of 
three airports - La Guardia. 
Kennedy or Newark. La Guar- 
dia, used mainly for short haul, 
domestic and Canadian flights, 
is closest to Manhattan and a 
cab ride should cost no more 
than 820. International flights 
usually Land at Kennedy or 
Newark. There is little to 
choose between the two when 
it comes to cab raxes into Man- 
hattan, which will run to about 
$40 from either, but Newark is 
less crowded and confusing, 
making it a more welcoming 
port of arrival 
All three have bus services 
which will run to Grand Cen- 
tral train station on the east 
side or the Port Authority bus 
terminal on the west side. 

An alternative is the air- 
port's ground transportation 
counter where, for a fixed 
price, you can book a place in a 
shared car or van. Or avoid the 
traffic altogether and take the 
Pan Am helicopter, which is 
complimentary for business 
class travellers on Pan Am and 
British Airways. 

Hotel rates have remained 
relatively static in recent 
years. A number of new hotels 


have opened in the last year, 
and competition has made for 
more bargains. If your visit 
spans tbe weekend, most 
hotels cut their rates sharply. 

Old favourites include the 
Carlyle (774-1600), a largely res- 
idential hotel on the Upper 
East side only steps away from 
the Frick, Guggenheim and 
Metropolitan museums. Other 
top luxury hotels are the Low- 
ell (838-1400), the Mark 
(744-4300), Peninsula (247-2200), 
Pierre (838-S000) and the Wal- 
dorf-Astoria (355-3000). 

The Paramount and Royal- 
ton hotels have been recently 
revamped by Philippe Starck 
and are part of tbe city’s new. 
chic places to stay or be seen. 

For cheaper accommodation, 
consider Esplanade (874-5000). 
the Algonquin (840-6800), the 
Beverly (753-2700). Morgans 
(686-0300) and the Empire 
(265-7400). 

New Yorkers love to eat out, 
and there is a plethora of good 
restaurants. Most popular are 
Bice, Four Seasons, La Cote 
Basque, La Grenouille, Le Ber- 
nadin, Le Cirque, Lutece, 
Petrossian, Quilted Giraffe, 
Rainbow Room and the Rus- 
sian Tea Room. 

As in other major dties, the 
best food at the best prices 
tends to be found in the 
smaller, local restaurants. In 
this town of immigrants, 
authentic Greek, Italian. Chi- 
nese, Thai, Burmese, Indian 
and a host of other foods are 
available; pick up a copy of 
Zagat’s guide to New York res- 
taurants for amusing. Idiosyn- 
cratic and fairly reliable 
recommendations. 

Karon Zngor 


Early laptops were more like 
lapstones than true portables 
but these days there are no 
excuses for busy executives to 
be for from a computer - what 
we're miring about are liter- 
ally palm tops. 

The Poquet computer weighs 
less than 2 kg, fits into any 
pocket and is folly PC compati- 
ble so that the most popular 
software such as Lotus 1-2-3 
and WordPerfect can all be 
used with it. If that aB sounds 
too good to be true, it is - the 
keys are a bit too small to be 
readily used by large fingers 
but more finely-boned execu- 
tives will find them a little 
easier to manoeuvre. 

There is another snag - its 
price. At £2,000 a time, only the 
really hard-pressed will think 
it worth their while. Nonethe- 
less, it is an important harbin- 

Think before you 
buy — something 
too technical Is a 
waste of space 


ger of things to come 

The executive with a mini 
portable computer might like a 
small light printer to go with 
it Kodak's Diconix printer is 
the smallest (5 ems high by 
16% ems deep by 27% ems 
wide) and lightest (1.4 kg with- 
out batteries, 1.7 kg with) and 
can be used with any DOS 
(disc operated system com- 
puter). There is a version that 
links with a Macintosh. It is 
available only from computer 
dealers at about £350. 

Au then tics at 42 Shelton 
Street. London WC3 Is the kind 
of shop the matt-black hi-tech 
set would love. There they can 
browse and dream, sure that 
nothing that isn't beautiful 
crosses the threshold. 

Here is the place for a state 
of the art calculator, the Col- 
umbia Tronic, which Is deemed 
so finely designed that it is on 
permanent display in the 
Museum of Modern Art in New 
York and London’s Design 
Museum at Butler’s Wharf. 

The calculator comes tucked 
up to a leather pouch at a price 
of £39.95. It is easy to use, has a 
full memory function and runs 
on batteries. It measures just 


5 %tn by -tin by Kin thick. The 
Inflight Comfort Kit is not 
essential but is fan, and could 
make a good present. For 
£29 95, harrassed executives 
can pamper themselves, when 
they finally reach their desti- 
nation, with a rehydratfon gel 
made with a natural flower fra- 
grance with plant extract; a 
mouth rinse, a nasal and sinus 
freshener; and an oil-based 
exercise rub and cooling eye 
compresses. . ^ 

Many a captain of industry 
has found that an inflatable 
neck comforter has eased a 
night’s sleep on a long flight - 
it costs very little (about £6), is 
far from pretty but really 
makes a difference. 

Most hotels have efficient 
alarm nail) systems but eager 
executives may need an alarm 
clock of their own. Tbe Lotus 
W orldwide Alarm Clock is 
light and compact (it folds up 
to fit into a pocket) and wm 
give you the time anywhere in 
the world. 

Harrods sell the Foxtrot, 
which is about tbe size of a 
credit card and weighs practi- 
cally nothing, for £14J)5. 

If losing your credit cards is 
your nightmare, then tbe Card- 
Safe could bring you some 
peace of mind. 

It is a slim black box, exclu- 
sive to Harrods, fractionally 
larger than the size of a credit 
card. The cards are stowed in 
tbe Card-Safe and locked with 
a combination lock. Any 
attempt to tamper with the 
locks means the cards are 
sprayed indelibly with bine 
ink, 

No thing hi-tech about a 
desirable briefcase. The nicest, 
softest, squashiest, most desir- 
able briefcase of all is probably 
Coach’s Wall Street, not cheap 
at £285 but capacious and beau- 
tifully made. If you were just 
going for a night away it would 
hold a clean shirt, a small toi- 
let bag and a change of under- 
wear - and it would certainly 
take the fistful of gadgets that 
today’s properly equipped exec- 
utive deems part of the essen- 
tial travelling kit. 

When a fully-fledged flight 
bag fits the bill then it's hard 
to beat the Mandarins Duck 
version - all chic matt black 
and lightweight fabric, it sells 
for £174 but it should last for- 
ever. 
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Urgent business around Canada? 
Trust us to land you in it. 


With rhorc flights than any other airline, serving 9 Canadian destinations, 
there’s no better way to arrive on time, and get down to business. Ask your Travel Agent or phone 
0S1 759 2636 from London, or 0800 18 13 13 from elsewhere in the UK. 
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a breath Of Fresh air. 


AirCanada 
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SHE RARELY ANSWERS A SERVICE CALL. 
BECAUSE HE RARELY HAS TO MAKE ONE 
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Observation. 

A skill all Delta Air Lines Flight Attendants are trained in. 

They can often see -when you want that extra pillow. Or maybe some 
more coffee. 

It’s all part of the training every Delta Flight Attendant goes through. 

And every Delta employee knows they’re an important part of the team 
by the end of their training. 

It’s not just our passengers who appreciate the Delta philosophy. 

Over 19,000 people have worked for Delta for more than 10 years and 
over 11,300 people have been with us for over 20 years. 

The result of this is reflected In our splendid service recor'd. We’ve been 
first in passenger satisfaction among 1 ? major US airlines for the past 15 years! 

Our attention to service extends beyond our in-flight staff. 

Fly Delta from London, Paris, Shannon, Dublin, Frankfurt, Munich, 
Hamburg, Stuttgart and beginning this summer Amsterdam, to 4 US gateways 
(Atlanta, Cincinnati, Dallas/Fort Worth and Orlando). Once you’re through the 
convenient immigration and customs, you’ll be greeted by Delta Passenger 
Service Agents. They’ll help you with, directions and connections to over 230 
US cities. 

At this point, we must admit you do have to press a few buttons to get 
Delta service. See your Travel Agent or call Delta for details of direct flights 
available from Europe to US destinations. 
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DELTA AIR LINES 

We LoveToFbjAnd.lt Shows? 
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*B ase d on consumer complaint statistics compiled by the US Department of Transportation. ©1990 Delta Air Lines; Inc. 

11B) 704744 OUTSIDE DUBLIN. ASK FOR FREEFONE DELTA; IN PARIS (01) 47 68 92 92; IN LYON 78 38 17 59; IN MARSEILLE 91 56 61 08; IN NICE 93 82 24 03; IN TOULOUSE 61 21 13 26; IN BERLIN (030) 882 4881; 

LONDON ON 0800 414 767: IN DUBUN * 9) l29906 i ; 1N STUTTGART (0711) 296144; IN ALL OTHER GERMAN CITIES (0130) 2326; IN AMSTERDAM (020) 6010099; IN BRUSSELS (02) 2171717; IN VIENNA (0222) 484 293; 

IN FRANKFURT (069) gV 4814445. IN LISBON (01) 527843; IN MADRID (91) 248 8130; IN STOCKHOLM (08) 796 9600/9400; IN GENEVA (022) 731 75 10; IN ZURICH (01) 816 4243; IN BOMBAY (022) 244 068; IN KARACHI (031) 510 416. 
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( BUSINESS TRAVEL 6 ) 


David Churchill assesses the hotel chains and their strategies 


The engine of growth may 
be in need of a service 


BUSINESS travel has been the 
engine of growth b ehind the 
rise in demand for world hotels 
in recent years - but will it 
continue to dominate the 
shape and nature of hotel 
development in the 1990s? 

Most hotel companies, not 
surprisingly, firmly believe it 
wilL Business travel in all its 
forms - such as meetings, con- 
ventions and incentives - 
accounts for at least two-thirds 
of most leading hotel’s occu- 
pancy rates. 

More importantly, the mar- 
ket is less volatile and vulnera- 
ble to recession than the lei- 
sure sector. 

The need for travel to win 
new business is as important 
as ever although companies 
are searching for ways of 
reducing costs in all depart- 
ments in the current economic 
climate. 

“Hoteliers will just have to 
work harder to attract their 
share of business travel," 
believes Mr Peter Bates, mar- 
keting director of the Savoy 
Group of hotels. 

The slow down of travellers 
from the US in recent months, 
for example, has prompted 
hoteliers such as Mr Bates to 
concentrate their marketing 
activities on the UK and 
Europe. 

Moreover, Mr Bemd Choren- 
gel, president of Hyatt Interna- 
tional hotels, believes that “the 
top end of the market is more 
resistant to economic pres- 
sures." But he admits that 
even at this level senior execu- 
tives may reduce the number 
of trips they take rather than 
trading down in hotel stan- 
dards. 

But the impact of the travel- 
ling business executive extends 
further than luxury hotels 
such as the Savoy Group and 
Hyatt at the top end of the 
market 

The fastest growing sector in 
the hotel industry in the US 
and UK (and potentially conti- 
nental Europe) is the mid- 
priced or budget hotels. 

These, such as Holiday Inn’s 
Garden Court hotels, offer 
business travellers the same 
standards of accommodation 
that they would expect from a 
top-class business hotel, but 
without some of the expensive 


frills such as 24-hour room ser- 
vice or restaurants. 

French hotel operator Accor 
is the prime example of a hote- 
lier which has recognised that 
travellers - both business and 
leisure - require specific hotel 
products. Its niche brands 
include Sofitel, aimed at the 
city centre luxury market; 
Novotel, three-star ventures 
sited lose to airports or motor- 
ways; Ibis, two-star hotels 
aimed at the family market; 
and Formule One. very basic 


ton International. Hyatt. Inter- 
Contintental, and the Hong 
Kong-based Regent Interna- 
tional group are seeking sites 
in Europe, especially to take 
advantage of the growth fore- 
seen after the 1992 liberalisa- 
tion of trade within the Euro- 
pean Community. 

Hyatt, for example, has 
opened hotels in Birmingham 
and Belgrade. It has several 
projects coming on stream in 
Europe over the next few 
years, including the Hyatt 


Business travel, in all its forms, 
accounts for at least two-thirds of most 
leading hotel’s occupancy rates 


accommodation with shared 
facilities. 

Mr Jacques Beaucamps, 
managing director of Novotel 
in the UK, says: "The formula 
is very simply to provide a 
good three-star hotel product 
with all the key facilities. We 
are also ah alternative to over- 
priced hotels and are at least 
15 to 20 per cent less expensive 
with an average room rate of 
£55 per night for a single 
room.” 

Accor’s expansion into the 
UK and across the continent is. 
however, untypical of the hotel 
industry. 

“There is really no such 


Regency Roissy at Charles de 
Gaulle airport in 1992. 

Hilton International has 
opened some 25 hotels since it 
was acquired by the Ladbroke 
Group three years ago. 

“We currently have a further 
15 properties under construc- 
tion and are constantly looking 
for new sites around the 
world," said Mr Michael Hirst. 
Hilton’s chief executive. “But 
we do not intend to franchise 
or share management control 
with others who may not meet 
Hilton's standards of manage- 
ment excellence.” 

Next spring sees the opening 
of what will probably become 


Hoteliers are beginning to appreciate 
that business travellers are increasingly 
looking for greater individuality 


thing as a pan-European mar- 
ket for hotels,” insists Mr 
Rocco Forte, chief executive of 
Trasthouse Forte, the UK's big- 
gest hotelier. “Rather there are 
a lot of separate markets, each 
of which requires the right 
approach to be successful." 

THF's strategy has been to 
set up joint ventures to 
develop its Travelodge chain of 
budget hotels in Spain and 
Ireland, with other similar 
deals in the pipeline. 

The potential in Europe, 
especially with the opening up 
of eastern Europe, has made it 
an important target area for 
expansion for most of the lead- 
ing international chains. Hil- 


Hfiton’s London fla gship hotel: 
the £50m Langham Hotel oppo- 
site the BBC radio studios in 
central London. It will face 
stiff competition from the re- 
furbished Dorchester Hotel in 
Park Lane, which re-opens 
later this month, and the new 
Windsor Hotel, located close to 
Paddington railway station and 
owned by the US Ritz-Carlton 
chain, which is due to open in 
1992. 

As more of these top class 
hotels open the pressure will 
grow on hoteliers to be even 
more imaginative in attracting 
custom. 

THF, for example, has just 
launched a scheme to give reg- 


ular business users a guaran- 
teed room reservation if they 
book 48 hours in advance. 

Hilton earlier this year intro- 
duced its Hilton Club for busi- 
ness travellers. 

“Research has shown that 
business travellers are pre- 
pared to pay for certain guar- 
anteed services rather than 
just a scheme which adds up 
points," says Mr Hirst. “We 
have recruited over 7,000 mem- 
bers since its launch, with 
each member paying a joining 
fee of up to $150. We are now 
able to build up a database of 
personal preferences for each 
member and can transfer this 
information to each hotel they 
visit." 

Hoteliers are beginning to 
appreciate that business travel- 
lers of the 1990s are increas- 
ingly lnnking for greater Indi- 
viduality and recognition from 
the hotel business. 

“When they go to Paris or 
London they want each stay to 
be full of the culture, history 
and personality of each city," 
says Mr Bob Davis, marketing 
vice-president for Inter-Conti- 
nental in Europe. 

“Therefore we have to make 
sure our hotels not only offer 
high standards but also reflect 
the society they are in,” he 
says. 

Ex-Holiday Inn executives 
who started up the Periqulto 
rhain earlier tbi* year aimed at 
business travellers recognise 
this trend. 

“Recent research has 
revealed that travellers will be 
seeking individuality in the 
1990s, so each of our hotels will 
be architecturally different.” 
says Ms Pamela Carvell, Peri- 
quito’s marketing director. 
“We believe this factor will 
provide an important point of 
difference over many of our 
competitors.” 

Other hotel research, by 
Travel Trends International, 
found that executives across 
Europe rated cleanliness in 
hotels as the most important 
factor when choosing where to 
stay. 

For both the German and UK 
business traveller, a reliable 
reservations system was the 
second most important factor. 
The French, however, rated 
room comfort higher. 
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Where the business elite meet 

in Tokyo. 


Where else but at the Hotel Okura? 

Visiting executives take respite in rooms designed by David Hicks, 
designer to the British Royal Family. Dine on exquisite cuisine at any 
of sewn acclaimed restaurants. And benefit from comprehensive 
business facilities. Indoor and outdoor pools. Plus a location 
adjacent to the American Embassy. 

All offer reason enough to stay at the Okura. Add service the equal 
of any in Asia, and you’ll appreciate why the Okura is 
Tokyo's premier hotel. 




TOKYO 

TEL:(03) 582-0111 TELEX; J 2 2790 FAX: (03) 582-3707 


one of cfi&jeadinfFHotels of th&Wbrid ' 


S «! your fraud agent or our hold luprvsetfatMS: 

The Leading Hotels of the World: Gnaal Britain Tel: OSOO-181-123. Fiance Tel. 19 0590 54-44. Wes Germany Tei 01-30 21 10. Switzerland TeL- 04605-1123 
Uldl Inti: London Td: 01 9958211. ParisTdrOl 4208 4040. Dewdder! Td 0211 3699U3 
Hold Okura Amsterdam Office: Ain««dd.-n Td. 020 76! 16 n 



ar ■ 


The Lygon Anns In Broadway: has served guests for more than 450 years 


COUNTRY HOUSE HOTELS 


The bandwagon slows down 


WHEN Mr Carl Lewis, owner 
of the CrabwaD Manor country 
bouse hotel on the outskirts of 
Chester, was researching the 
potential demand for small lux- 
ury hotel accommodation In 
the mid-1980s before opening 
for business he saw his guests 
as primarily being well-heeled 
leisure travellers. 

Yet in the five years the 
hotel has been open under his 
ownership, the reverse has 
been true. Some three-quarters 
of his guests are staying 
because of business; about 55 
per cent on conferences and 
the rest on general business 
travel. 

What changed Mr Lewis’s 
calculations about the nature 
of Ids clientele has been the 
prosperity of the north-west’s 
business parks. "Although the 
business parks had already 
attracted companies when we 
opened, I am sure no one could 
have predicted their continued 
success,” he says. 

C-rabwall Manor has 
attracted companies of the 
stature of Shell Chemicals, 
Marks and Spencer Financ ial 
Services. Kimberly Clark, and 
Toyota. Conference business 
predominantly comes from 
local companies, although a 
number have enticed execu- 
tives from their London offices 
to stay as welL 

The hotel has some 48 bed- 
rooms and can accommodate 
up to 200 people - although 
the average size meeting is 20 
or fewer senior executives. 
Over the past year, three com- 
panies have taken over the 
entire hotel at a cost of £12,000 
per night 

Crabwall, like other small 
country hotels, has found that 


it pays to invest in a top chef 
and restaurant fa cilities . Some 
£500.000 has been spent on the 
restaurant and the chef is Mr 
Michael Truelove, formerly of 
the Boxtree, Ilkley. when it 
received two Michelin stars. 

Even so, the hotel is con- 
cerned at the prospect of a UK 
recession. Bookings are mar- 
ginally down in comparison 
with the more buoyant condi- 
tions of a year ago, with com- 
panies preferring smaller con- 
ferences with shorter lead 


Small country 
hotels have found 
that it pays to 
invest in a top chef 


times. “Everyone is watching 
their budgets carefully this 
year,” says Mr Julian Hook, 
general manager. 

“Many smaller companies 
have cut back as an external 
conference or meeting is an 
easy item to axe from a bud- 
get,” agrees Mr Colin Heaney, 
conference manager for the 
Lygon Arms in Broadway, 
Worcestershire, part of the 
Savoy Group of hotels. “Book- 
ings are also at shorter notice 
in these uncertain times,” he 
adds. 

The growth in popularity of 
small country house hotels in 
recent years - and the factor 
that encourages these hoteliers 
that the slowdown in business 
will only be temporary - has 
largely come about as a result 
of a disenchantment with 
meetings held in large, anony- 
mous international hotels. 


Such hotels are considered 
appropriate for mass meetings 
of corporate or trade delega- 
tions but rather unstimulating 
in comparison with a remote 
Scottish lodge or an attractive 
Cots wold village. 

This, at least, is the theory. 
The more exclusive the hotel, 
moreover, the better it is liked 
by those at the top of the cor- 
porate hierarchy and those 
who have the clout to decide 
where to stay. 

Larger companies such as 
Unilever, for example, are 
more willing to continue with 
using such facilities in bad 
times. Unilever has been regu- 
larly using the Lygon Arms for 
over 20 years and has made 
bookings for next year. Ms 
Wendy Fitch from Unilever 
says that the Lygon is used 
regularly because “there is 
always such a positive 
response from their staff, what- 
ever the request, which is vary 
important when co-ordinating 
a conference.” 

Unilever is less concerned 
with the Lygon’s investment in 
a new £i8m leisure complex 
due to open next February, 
since it regards the hotel pri- 
marily as a venue for business 
meetings. 

However, Mr Kirk Ritchie, 
the Lygon's manag in g director, 
believes that “as competition 
increases, so leisure facilities 
become increasingly important 
when bookings are made - 
whether or not people actually 
use them when they get here.” 

The marketing of many 
country house hotels used for 
business meetings is carried 
out by a number of organisa- 
tions. such as the Pride of 
Britain or Prestige consortia. 


Even holiday companies, more-, 
over, are seeking to tap this 
market. Crystal Holidays’ Pre--. 
mier Selection group of 179- 
country house hotels, for 
example, has developed several., 
packages aimed at the business 
market. 

“The most popular hotels for 7 
conferences are usually within 
two hours of the major busi- 
ness centres in Britain,” points.; 
out Mr Simon Box, product 
director of Premier Selection.; 
Many of these hotels have 



The more 

exclusive the hotel, - 
the better it is liked * 
by those at the top 
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added leisure facilities as well ir , 
as business centres to meet the 
growth in demand. Among Pre- ^ 
Drier's portfolio of hotels on 
offer is Sir Bernard Ashley’s 
new luxury hotel, Liangoed 
Hall, at Powys in South Wales. 

The growth of the country 
house hotel market has been 
one of the most buoyant sec- 
tors of the UK market over the 
past decade and few hoteliers 
can believe the bubble has 
burst 

The recession, however, may-, 
help sort out those hotels] 
which have merely sought to 
jump on the conference market 
bandwagon - providing inade- . 
quate back-up meetings facili - 
ties , for example — and leave 
those country houses which 
know how best to deal with,, 
elite corporate conferences. 
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Enter the new Sterling hotels at 
Heoihrow or Galwick and discover a more 
civilised world only minutes from the 
airport terminal - a short stroll along our 
covered walkways. 

Surrounded by the most stunning 
architecture, including a superb glazed 
atrium and lavish piazza - a Sterling hotel 
is the perfect place to relax and unwind, 
to meet and entertain or even to work. 

Find elegant rooms, international 
restaurants, leisure clubs, full business 
services and meeting facilities. 

The new 4- star Sterling hotels are here 
to surprise, to impress and to welcome. 




hi* - 


e- 







Experience the difference yourself. For 
further information and your free Sterling 
Portfolio call us now on 0800 300 31 ] 





STERLING 

HOTELS 
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Seek Sterling. 


HEATHROW - GATWICK 


Find civilisation. 
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( BUSINESS TRAVEL 7~) 


The tra velling female executive has some grievances 

Industry thrown into a state 
of confusion over equality 
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I SHOULD the travelling woman 
eseptfre be treated any differ- 
ently from her male counter- 
part? The travel industry, it 
appears, cannot agree on an 
answer. 

When fewer women travelled 
on business, the airlines and 
hotels found ft relatively easy 
to deal with, them ... a busi- 
ness traveller was treated as a 
business traveller regardless of 

86X* 

How ever, with women now 

representing between 20 and 50 

per cent of Britain's business 
travellers the travel industry 
has been thrown into a state of 
confusi o n. Should women have 
the the same service facili- 
ties or should they get special 
tr eatment ? 

According to the Business 
Woman's Travel dub which 
represents female Jet-setters, 
the needs of the female busi- 
ness traveller do differ from 
those of her male co unter part. 

Ms Trisha Cochrane, the 
club’s secretary says that 
many members feel that 
hotels, for example, aimiiW pro- 
vide extra security for female 
guests and airlines ahrmlfl go 
out of their way to treat a 
woman as an individual and 
not as an attachment to the 
man she happens to be seated 
with. 

Few airlines consider that 
the needs of the business 
woman differ from those of the 
businessman Virgin, British 
Airways and Cathay Pacific, 
for example, all claim to offer 
the same service to all passen- 
gers. Swissair, however, is not 
so sure that the business per 
son exists and has recently 
positioned a senior female 
manager in its flight services 
department to monitor the spe- 
cific needs of the business 
woman. 



Mandarin Oriental Jn Hong 
Kong: highly rated by female 
executives 


Some confusion exists as to 
whether it's considered polite 
to serve in-flight meals to 
women first Virgin adopt the 
same policy of most restau- 
rants and always serve the 
woman before the man. British 
Midland and American Air- 
lines, on the other band , are 
two Of the many carriers that 
insist on serving the window 
seat first, irrespective of who’s 
sitting ip it 

A business woman is fax 
more likely to be given special 
treatment on arrival Several 
hotel chains have a female 
guest policy. Crest Hotels, for 
example, pamper women with 


the Lady Crest service, a prod- 
uct which is likely to continue 
even, though 42 Crest hotels are 
owned by Trnstbouse Forte. 

Booms for women have 
plenty of hanging space, soft 
decor and spy holes on the 
door. New three-star hotel 
chain Periqutto which operates 
properties in Kettering, Old- 
ham, Tunbridge Wells and Bar- 
nsley, make a point of seating 
solo female dimers next to oth- 
ers if they so wish. They also 
insist that male waiters do not 
enter a female’s room without 
first propping open the door. 

. Ramada, aHhnn g h not pro- 
viding any special facilities for 
the female executive, train 
staff to develop a positive atti- 
tude to women. 

Large chains such as Hilton, 
Holiday Inn, Sheraton and 
Hyatt do not automatically sin- 
gle women out. Holiday Inn 
and Hilton say their research 
shows that female guests do 
not wish to be treated differ- 
ently to male guests. But the 
hotels will do their best to 
comply with any special 
requirements .women may 
have. 

At Hyatt's property in Dubai, 
for example, the management 
diverted all telephone calls to 
the switchboard following my 
complaints about strange tele- 
phone calls. Many Hyatt hotels 
have Regency Clubs - floors 
with rooms and lounge 
designed for the business trav- 
ellers. According to the Busi- 
ness Women's Travel Club this 
type of secure environment is 
particularly popular with 
female travellers. 

Same chains do not operate 
the same guest policy in all 
their properties, mwlringr ft dif- 
ficult for the businesswoman 
to know what sort of reception 
she is going to receive. 


Queens Moat Houses, for 
example, offer special execu- 
tive rooms for women in some 
of the flagship hotels such as 
the Ashford International in 
Kent and the Caledonian in 
Edinburgh. 

It is impossible for the 
female traveller to know 
what’s on offer without ringing 
every hotel prior to arrivaL 
This is a situation many 
women are tired of. 

Many women executives do 
not wish to be treated differ- 
ently from male their counter- 
parts but seek equality. How- 
ever, one complaint frequently 
voiced is that if women want 

r i service they have to dress 
it. 

Company policy in the 1990’s 
may well dictate that male and 
female travellers are treated 
equally but it could be some 
time before prejudices on the 
shop flow are wiped out 
The Mandarin Oriental in 
Hong Kong was recently voted 
as the hotel which best serves 
the needs of the lone female 
traveller by the readers of 
Executive Travel magazine. 

There are two assumptions 
that could be made as a result 
of this award. First, that the 
Asia Pacific region is more 
geared up to catering for the 
needs of women. Second, that 
other hotels will copy. 

However, the hotel does 
nothing for women executives 
other than treat them with the 
same respect as male execu- 
tives. 

Women executives will con- 
tinue to feel that they are 
being treated, differently from 
their male counterparts for as 
long as the industry is divided 
in its views about women exec- 
utives and what they need. 


Suzy Walton 



Voyagers’ tales 


In search of a 
good sandwich 


Conran: frequent c o mmuter 


EBULLIENT designer and 
erstwhile Storehouse chairman 
Sir Terence Conran- devotes 
much flying time to his new 
projects at Butler’s Wharf, 
London. 

He Is a frequent commuter 
between London and Paris and 
prefers London Qty airport for 
quality of service and speed of 
process. “1 can get from the 

plans to the nffira fn 16 mfn. 
utes,” he says. He prefers City 
airport's main airline, Air 
France, to British Airways, 
which be also uses frequently. 
“On the whole British Airways 
staff are good but, from a 
designer’s point of view, Air 
France has the edge.” 

He regards airline food with 
a sardonic air. T don't know 
why they don’t just give us a 
good ham sandwich, or a pot of 
caviar, tnetoad we have to cope 
with those ghastly trays and 
food that appears to have been 
made by cuckoos - masticated 
ami spat out,” he comments. 
Conran believes that most 
business people would prefer 
not to eat an short-haul flights. 

Sir Terence finds most air- 
craft cramped and uncomfort- 
able, and is infuriated by air- 
lines that charge high 
premiums on their seats. 

He uses Concorde for long 
trips to the US, but is unim- 
pressed. “The seats are too 
small and they try to. make 
everything too grand,” he says. 
*T usually go over on Concorde 
and come back on normal First 
Class BA, so I can sleep.” 

Ms Sophie Mirman. former 
Businesswoman of the Tear, 
saw her Sock Shop empire 
crumble and its shares 




Davies: a Club Class user 


Mirman (left): flies wHh BA while Cash (right) prefers Qantas 


suspended only six months 
ago. But she has made a 
speedy return to retail with a 
new children's clothing outlet, 
Trotters, on London’s King's 
Road. When visiting Europe, 
she generally flies with British 
Airways, because “it is more 
reliable than other airlines, 
with the exception of Swiss- 
air”. The service has improved, 
she says. 

One of her greatest dislikes 
is being kept waiting at the 
airport. "Air travellers get 
treated like sheep,” she com- 
plains. To combat the frustra- 
tion she runs a critical eye 
over the other retailers on the 
airport concourse. Bis Mirman 
dislikes being placed on the 
front row in the economy sec- 
tion because it is often just 
behind the smoking area in 
Club Class: 

r.iirn sft Terence, ffa Mirman 
finriB airitnp food, mostly unpal- 
atable. “Why cant they pro- 
vide basic and simple food, like 
open sandwiches?” 

For her, one of the advan- 


of regular travel is 
able to make contacts wit! 
other business people. “I tend 
to Bee the same faces fre- 
quently and have met some 
interesting people with whom I 
have done business after trav- 
elling with them,” she *»Ma. 

Pai Cash, the former men's 
Wimbledon twvnia champion, is 
a seasoned traveller, with 
strong likes and dislikes. He 
travels extensively to visit his 
native Australia and reach 
far-flung ftmnfa tournaments. 

He has been travelling 
across the world once a week 
for the last 11 years. “I used to 
find ft exciting but now I take 
a sleeping pill and sleep 
through it,” says Mr Cash. 

Patriotically, he prefers Aus- 
tralian airline Qantas Interna- 
tional, but uses Singapore Air- 
lines and BA. He has no time 
for US companies. “They are 
without a doubt the w orst The 
airlines tend to operate old, 
dirty and over-used planes and 
the airports are a nightmare.” 

He critiriaes Australian air 


fares for being “ridiculously 
expensive,” but believes that, 
once on the plane, the business 
traveller gets a good service. 
He prefers to travel First or 
Business Class. 

Being an active tennis 
player, Pat Cash says he has to 
eat more than the normal trav- 
eller and will therefore sample 
alrfine cuisine, but he prefers 
to listen to his personal stereo 
rather than the conversation of 
his neighbour. 

Former Next boss Mr George 
Davies has been to Barcelona, 
Paris, Mauritius and Hong 
Kong in the last six weeks with 
his new company, George 
Davies Partnership. In the 
main he uses British Airways 
but finds its First Class 
“damned expensive”, mainly 
using Club Class. 

He always requests an aisle 
seat faring a Wank wall in the 
no-smoking section. To ensure 
Tnayimnm comfort, he takes 
bis own pillow on journeys. 

He says that on long-haul 
its “you have to eat” and 
sample in-flight food with 
a selective eye, preferring cold 
cuts and salads to microwaved 
casserole. 

Mr Davies opts out of airport 
executive rooms. “I can’t stand 
them. They are claustrophobic 
and lack personality” Instead, 
he prefers to look around the 
shops. 


Helen Sllngsby 





DOING. BUSINESS abroad can 
be fraught with problems for 
the u n wary as the great world- 
wide game of zipping off the 
traveubr flourishes unabated. 

Brushes ~ with -international 
chicanery axe most commonly 
associated with taxi drivers 
andfheir Ilk. One -Copenhagen 
cabbie lost his way and drove 
past the same shop several 
times. When challenged the 
driver explained that it was a 
chain of shops that -all looked 
the same. — 

- Another, In Calcutta, took 
one innocent abroad just 600 
yards tohisdesired destination 
rather than . suggest a short 
walk. In Hanot it’s, common 
practice to overcharge the for- 
eigner at the airport so they 
pay the fazes for all the locals 
that can squeeze themselves 
into the mini van taxi service 
to. downtown It la safe to at 
least half whatever price is 

ankwH 

hi stark contrast, a fistful of 
dollars anywhere in the emerg- 
ing democracies of eastern . 


Gill Upton takes the wraps off the rip off 


The wheels of business 
sometimes need oiling 


Europe will get you. something 
approaching good service, belt 
hot food, a taxi or a bed for the 
night. . 

The emus is on researching 
before setting foot on foreign 
soft. Guarding a wallet In New 
York’s Central Park is well 
known advice but perhaps it is 
not so often thought about in 
the cosmopolitan streets of 
Barcelona, Spain’s second dty. 

A clumsy fraud such as a 
taxi driver pretending his 
meter does not work in order 
to extort a higher fare is 
resented, but somehow there is 
a grudging respect for the 
more inventive connoisseurs 


of the International rip off. 

The labyrinth of gratuities 
around the world offer further 
confusion. It may be conven- 
tion in Peking not to tip in 
hotels, but why do porters and 


can buy a week's food for a 
local. 

Giving baksheesh to people 
in the right place in Delhi, for 
example, wSl off toe wheels of 
business and expedite the 


«mri the departments of trade 
and industry issue helpful 
hints to exporters for most 
countries. Tourist boards, 
travel agents and even the 
cabin crew may provide advice. 

Business contacts in the 
country of destination will 
offer help and advice to smooth 
the way. 

The first hurdle Is getting 
from the airport to the city 
centre. Find out the rate at 
exchange, the usual fere for 
the distance and which colour 


A fistful, of dollars anywhere in the 
emerging democracies of eastern 
Europe will get you something 
approaching good service 





Wall take ewe of it aU. Contact Neil Harrison 
TnkOfll -7597015 
Telex: 8952145 

EXECUTIVE JET CENTRE HEATHROW fax. OBI -750 7305 




room service staff hover expec- 
tantly when they have deliv- 
ered breakfest or luggage to 
your rooms? 

Giving to beggars presents a 
moral dilemma for travellers in 
Third World countries. The 
traveller who hands out small 
change to the outstretched 
hand can expect to be sur- 
rounded instantly by other 
worthy recipients. 

In Africa, tipping is often 
seen as a gift “All rich people 
are expected to give gifts, and 
all foreigners are rich,” 
CTpInTns Mr Mike Prager, direc- 
tor of marketing for Sheraton 
Hotels in Africa and the I nd ia n 
Ocean. A gift of a tip is usually 
expected and six naira - a 
small amount for westerners — 


import or export licence. 
Miraculously, your dusty appli- 
cation form will move from the 
pending to the action file. 

Show the colour of money to 
political lobbyists and the 
green light fora building proj- 
ect or the rubber stamp for a 
joint venture may materialise. 

The knack Is knowing who 
to give the favours to. When it 
was business as normal in 
Saudi Arabia the go-between 
was a kafeel to help negotiate 
the bureaucratic maze. 

In most countries patience is 
the order of the day. It is 
needed In large quantities as 
far away as Japan and nearer 
to home in disorderly Greece. 

Sources of information vary; 
the local chamber of c omm erce 


help which begin 
moment you pass customs. 

Corruption is rife in Mexico 
City. It has plagued the dty for 
years although Mexico’s ener- 
getic President Safinas is try- 
ing to tackle it Taxis may be 
cheap but rates are variable. 
The taxi outride the hotel can 
cost $6 for a short ride but a 
standard yellow taxi cab will 
ch a rge le«» than a third of that 
price. 

“Many a taxi has no func- 
tioning meter and it is a good 
idea to ask the price as soon as 
you get in and knock a couple 
of thousand or so pesos off the 
figure demanded,” advises fre- 
quent traveller, Mr Peter Chap- 
man. 

“It is all too easy to think it 
is not worth bargaining over 
figures which amount to very 
little in dollar terms, ulti- 
mate result haing that all taxi 
rates get pushed upwards and 
drivers wish only to carry 
higher-paying foreigners.” 


The author is editor of 
Business Traveller 


Nowhere But Newark. 
Nowhere But The Pierre. 
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Even in a city as remarkable as 
New York, there is only one 
hotel that reaches beyond the 
standards of every other 
renowned hotel — because of 
the way it completely adapts to 
you. That hotel is The Pierre. 

Wfe anticipate your needs with a 
singlemindedness bom of 
decades of tradition. It's a stan- 
dard that means no request is 
too small or too large. That’s 
what a grand hotel is all about. 
And it means your stay here 
will leave you feeling The Pierre 
is exactly where you belong. 

We invite you to experience this 
legendary feeling for yourself 
at The Pierre. Everything you’d 
expect from a Four Seasons 
Hotel. 


In London, call 071 B34 4422 


„Fbur 

Seasons 



NEW "YORK 

Fifth Avenue at bis* Street 
New York, NY 10021 
212-PJH-HlWO 
Telex: 127426 
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( BUSINESS TRAVEL 8) 


Specialised staff can help keep costs down, says Gillian Upton 


New technology could negate the need f or in-house trav g — 9 


Travel managers to the fore 
as companies seek savings 


LOOMING recession in the UK. 
high inflation and interest 
rates, general uncertainty over 
mid- and long-term business 
prospects and fuel price rises 
due to the Gulf crisis have all 
conspired to force companies 
to tighten their purse strings 
and seek savings on air travel 
and hotel accommodation. 

Historically, British compa- 
nies have been lax. in spotlight- 
ing travel and entertainment 
expenditure as a controllable 
cost. Such spending is not 
often purchased centrally, so 
financial directors rarely have 
control of it. 

However, employers are 
waking up to the potential 
savings, supported by the 
Increasingly sophisticated 
management information 
available from travel agents 
through the new generation of 
computer reservation systems 
(CHS) which capture more 
information at point-of-sale. 

Crucial to this exercise is the 
appointment of one person to 
head up all travel purchasing 
- thus generating more buy- 
ing-muscle - who can formal- 
ise travel policy and who has 
enough clout within the hierar- 
chy to ensure that it is adhered 
to. That message has been 
force-fed to employers ad nau- 
seam over the years, but only 
now - in tandem with the 
slow recognition for the Insti- 
tute of Travel Management 
ATM) - is it getting through. 

Some companies arrange It 
through a travel agency 
implant. Others appoint a cen- 
tral purchasing manager. 
According to an annual Ameri- 
can Express report on business 
travel management, 42 per cent 
of companies employ a travel 
manager, compared with 11 per 
cent five years ago. while 57 
per cent now have written 
travel policies. 

For a long time, employers 
have been walking a tightrope 
between cutting costs and 
demotivating their top execu- 
tives. Would their top sales- 
man switch camps for a job 
where he could fly business 
instead of economy and stay in 
four-star hotels rather than 
three? Often, formal travel pol- 
icies are in place but ignored; 
only half of those who travel 
ever see a copy of the travel 


policy, according to American 
Express. 

Mr David Witham. director 
of Hoffi Robinson's hotel ser- 
vices division, often finds sev- 
eral executives from one com- 
pany staying at the same hotel 
but paying different rates. He 
also cites an instance of a com- 
pany allowing its executives to 
choose from 18 New York 
hotels. 

No meaningful savings can 
be made if the number of 
travel suppliers is not consoli- 
dated. Good rates can be 
offered if more business is 
channelled through fewer 
travel suppliers; the concept of 
the bulk discount. This is the 
essence of cost management 

Some companies resist for- 


Often, formal travel 
policies are in 
place, but ignored 


malising travel policy because 
to do so would be contrary to 
their management style. “Basi- 
cally the travellers will do 
what they want to do in the 
long run and circumvent what 
the policy restricts him to,” 
says Mr David Reynolds, chief 
executive of the Guild of Busi- 
ness Travel Agents. But Mr 
Bill Jones, commercial director 
of Thomas Cook Travel Man- 
agement, believes such abuse 
would not be widespread. “It is 
unusual to find massive resis- 
tance to a travel policy as most 
travellers are at least middle 
management so know bow 
large the costs are and realise 
they have to be controlled.” 

However, it is quite common 
for travel managers to lack the 
mandate from their CEOs to 
police the policy. Sob stories 
from demotivated travel man- 
agers are common at travel 
management conferences. 

The trend of downgrading on 
air travel over the last 12 
months is an indication of 
employers' tightening their 
belts. “There's a lot of down- 
grading of flights, definitely 
across the North Atlantic”, 
says Mr Alan Spence, manag- 
ing director of Britannic Travel 
and chairman of the GBTA. 

Business class used to cost 


SO per cent more than econ- 
omy, but now the price differ- 
ential is more like ten times. 
The biggest price gaps are on 
North Atlantic routes. “We've 
bad a general shuffling of who 
flies what class”, admits Mr 
Guy Cherry, building services 
manager at the Chase Manhat- 
tan bauik, whose travel is man- 
aged by an American Express 
implant “Those who flew First 
are now flying Business, it's 
been received welL Our num- 
ber of air travellers has gone 
up this year but our air costs 
have gone down, so we're 
pleased.” 

Chase Manhattan expects to 
spend up to £3m on air travel 
this year and has fo und air- 
lines responsive- “We speak to 
airlines we use a lot and find 
them prepared to dismiss route 
Incentives based on volume 
traffic. It's a commercial world, 
if an airline is looking to 
increase market share they’re 
more receptive”, says Mr 
Cherry. “The more you can 
offer the more they can offer in 
return." 

Route rebates are the abso- 
lute minim um a travel man- 
ager or travel agent should 
negotiate. 

The cutbacks have also man- 
ifested themselves on the hotel 
front - traditionally not an 
area employers look to for 
savings, as most of the annual 
travel budget is soaked up by 
air travel. But the almost uni- 
versal availability of corporate 
rates (10 per cent below rack 
rate) has spurred the Increas- 
ing availability of better-than- 
corporate rates. Preferred rate, 
for example, is 20 per cent 
below rack rate, but is depen- 
dent on travel volume. 

“We offer a corporate rate on 
the majority of our business 
hotel database and we've done 
it in response to customer 
demand." says Mr Michael 
Ball, director of marketing 
(hotels) at Utell, a worldwide 
hotel reservation company 
with 6,500 properties in 132 
countries in its network. 

“Some preferred rates can be 
as high as 50 per cent in some 
US hotels”, says Mr Colin Rain- 
bow, commercial director at 
Pickfords Business Travel, 
“but it depends on how that 
particular city is doing.” For 


example, rates in US oil city 
Houston are pretty soft and. 
due to the Gulf crisis, hotels 
are cheap in Cairo and Dubai. 
Hong Kong rates are still soft 
and London hotels, devoid of 
high-spending Americans 
because of the weak dollar, are 
a)sn willing to dPfl l- 

Take tbe example of Bir- 
mingham's relatively new five- 
star hotel the Hyatt, a chain 
which Is particularly receptive 
to requests for preferred rates. 
It has five different rates avail- 
able plus a late-booking rate, 
which is the cheapest of all 
Rack rate for a standard room 
is £88, rooms on its three 
Regency Club floors are £97, 
corporate Regency Club rate is 
£92, preferred is £68 and there 
is a introductory promotional 
rate of £66. 

“Preferred rates are negoti- 
ated internationally across all 
our 162 hotels with all our 
travel partners like the mega 
travel agencies and consortia" 
says Mr John Wallis, vice-pres- 
ident, sales and marketing, for 
Hyatt International. Compa- 
nies which lack buying clout 
should book through those 
travel agents whose network is 
large enough to buy at the best 
rate or who have links with 
overseas consortia or travel 
product wholesalers that give 
global coverage: These compa- 
nies give the most competitive 
rates through booking millions 
of room nights per year. 
“Amex, Cook's and Hogg Rob- 
inson are booking the majority 
of our rooms at £66," says Mr 
Wallis at Hyatt 

The situation is easy for cost 
conscious employers to exploit, 
although Rainbow feels that 
air travel still takes priority in 
the minds of employers. “Peo- 
ple are less likely to down- 
grade hotels as they can put up 
with eight hours in economy 
class but not a three- or four- 
day stay in a three-star hotel” 

That view is echoed by 
Cbase Manhattan's Mr Cherry: 
“We've concentrated on getting 
a decent rate at hotels rather 
than downgraded the class of 
hotel". 

Remember: travel suppliers 
will not offer a better rate 
unless pushed. 

Gillian Upton is Editor of 
Business Traveller magazine 



The Hotel Royal Taipei. 
Contemporary refinement and sophistication 
that’s reminiscent of Old World charms. 
Along with uniquely personalized 
service that helps make a stay memorable. 
Experience it. 



hotel royal taipei 

37 -v Section 3. Chung Shan North Road. Taipei. Taiwan 
Tel; 542-3266 Telex; 23915 Cable: ROYAL H7l Fax 5*3-4897 


S&nikko hotels international 

Par reservations, call your travel agent the nearest LRl oh ice. Japan Airlines cff-ce or Nifcto Hotets fntematronaL 
Toll tree in UK. 0800-282502. Toll tree in France 05-02-30-09. Toil tree m ’.Vest Germany 0130-3137 
Toll tree in U.S. and Canada 1-800-NKKO-US (645-5887). Hong Kong 7394321, Tokyo 03-281-4321 

■ THE ORANGE COLLECTION- OF HOTELS 


Implants are uprooted 


THE inexorable push for new 
technology in the travel busi- 
ness could substantially reduce 
the argument for companies to 
use a travel agency ’implant’ 
on its premises. 

To date, large companies 
with a high number of fre- 
quent travellers, sizeable travel 
budgets and demand for last 
minute travel arrangements 
have been driving this segment 
of the market. 

All tbe main travel compa- 
nies and high street multiple 
agents - including American 
Express, Hogg Robinson, Pick- 
fords Travel Thomas Cook - 
offer to put their staff in-house 
for major clients spending in 
excess of £750,000 per annum. 

In return, a company can 
have the full-time use of up to 
25 agency staff, thus releasing 
a full-time travel manager 
from day-to-day administration 
to do his/her Job with a more 
long-term, strategic viewpoint 

But the summer of 1991 her- 
alds the Introduction of satel- 
lite ticket printers (STPs) 
which negates the need for 
companies to rely on in-house 
agents to print airline tickets; 
this technology will allow tick- 
ets to be remotely printed and 
issued. 

It will take time before the 
new technology becomes wide- 
spread but it will certainly 
force companies to question 
the cost of using an implant 
For while implants can save on 
payroll (Implant staff can do 
the work of a travel manager 
rather than augment his/her 
work) they can also take up 
valuable floor space. 


Id particular, companies in 
city centre locations, paying 
premium rents on office space, 
are susceptible. Space for a 
travel agency implant is usu- 
ally provided free of charge to 
the agent or, if there is a rent 
involved, the temptation is not 
to charge the going commer- 
cial rent for tbe space. 

However, tbe advent of STPs 
will not entirely quash the role 
of ini plants, according to 
Thomas Cooks' commercial 
director, Mr Bill Jones. “As 
corporate buyers get used to 
satellite ticketing arrange- 
ments, implants will diminish 
but I don't think they’ll ever go 
away. 

“People still like staff to han- 
dle complex travel itineraries 
an d there is an emotional reas- 
surance of having someone on 
site. Historically, there is some 
merit in that, particularly with 
tbe late delivery of tickets”, 
says Mr Jones. Conversely, the 
labour-saving advantages of 
STPs might well make 
implants viable for those com- 
panies with annual travel bud- 
gets much smaller than 
£750.000. 

The otheT. more nebulous 
advantage of using an implant 
is that it allows those staff to 
better integrate with the client 
company culture. 

“The agency becomes part of 
the company”, asserts Mr 
David Reynolds, chief execu- 
tive of tbe 42-strong Guild of 
Business Travel Agents 
(GBTA). 

That view is reinforced by 
Pickfords Business Travel, 
which for the last six years has 


provided an implant for Quality 
car maker Jaguar. Some 90 per 
cent of the compands booked 
travel is international much 01 
it at short notice, for around 
450 travelling executives from 
the company's manufacturing 

and engineering, ™ 

marketing and finance depart- 
ments. 

pickfords' implant manager 
Mr Gavin Motzheim believes 
the arrangement allows agent 
and company to work together 
more effectively. “It encour- 
ages the customer to use us 
properly, because they unto- 
chmri our service more fully. 

Another strong advocate of 
tbe travel agency implant is 
consumer products multina- 
tional Unilever, which has had 
an Implant in place since the 
early 1980s. Unilever began 
with a British Airways 
implant, but switched to 
Thomas Cook to embrace train 
and ferry travel- Thomas Cook 
pitched against P&O Travel for 
the account Ms Vanessa Wood- 
bine Parish, as travel and visi- 
tors bureau manager, manages 
the travel department with 26 
Unilever staff and a dozen 
Thomas Cook implant employ- 
ees. 

A typical month will see 
around 1.300 travellers being 
processed - good reason, says 
Ms Parish, for keeping the 
im plant . “Given the economies 
of scale, convenience is the big- 
gest factor. It’s very good news 
for the busy executive.* 

One criticism of implant 
staff is their low average pro- 
ductivity. 

There is a finite amount of 


work within an unplant - usu- 
ally coming in 
troughs - compared with high 
street agency workloads which 
can be spread across several 
accounts. But Unilever’s Ms 
Parish says that the down time 
of her implant staff is “pretty 
minimal" , half of the 12 Cook's 
staff being full-time on busi- 
ness travel. _ 

Pickfords Business Travel 
managing director Mr Nigel 
Robinson believes Implants are 
not the panacea for all compa- 
nies. “Each company has indi- 
vidual needs and sometimes 
these are better served from an 
off-site office. This might be in 
a case where a company 
doesn't have a constant stream 
of travel requirements, leaving 
a dedicated branch with no 
work, and customers where 
such an intimate knowledge of 
the business is no advantage. 

“In these circumstances a 
dedicated implant might take 
up valuable client office space 
which might be better utilised 
in another way," says Mr Rob- 
inson. “Either way the busi- 
ness travel agent will be able 
to advise on the best solution.” 

Unilever’s Ms Parish 
believes that there is little to 
choose between the services of 
competitors Hogg Robinson, 
Thomas Cook aim American 
Express, but that placing busi- 
ness with one of these larger 
players ensures state-of-the-art 
technology, particularly as 
regards the new generation of 
computer reservation systems 
(CRSs). 

Gillian Upton 


Banks and issuers jostle for advantage 


The corporate card takes off 



The days when a card was seen 


EVERYONE knows what a 
gold card is. but silver is 
becoming tbe accepted colour 
for business payment cards in 
a growing and fiercely competi- 
tive market 

Visa, MasterCard, and 
Thomas Cook are jostling for 
advantage against the 
acknowledged market leader. 
American Express. 

The days when a company 
card was seen as a sort of perk 
for free- spending senior execu- 
tives are over — at least as far 
as issuers are concerned. To 
them, a company card is an 
instrument for controlling 
costs and e nhancin g adminis- 
trative efficiency. But to what 
extent are corporations willing 
to accept this message? 

The new cards have to be 
seen against the history of the 
plastic card industry. Cards 
designed to cater for the travel 
and entertainment needs of 
business travellers have a long 
history. The first cards being 
launched in eastern Europe are 
basically "T & E" (travel and 
entertainment cards.) 

In late October, for example, 
Zivnostenska Bank of Prague 
began issuing Visa cards. But 
these were not credit cards for 
the mass market but products 


MasterCard claims 
a world-wide 
network of 8m 
merchants 


aimed at upmarket travellers 
- cards linked to convertible 
currency deposits, which will 
operate as deferred debit cards 
with the customer’s account 
being debited regularly with 
the full balance. 

How different is this sort of 
first generation payment card 
from the company cards now 
being launched in developed 
markets? Across the Czechoslo- 
vak frontier, in Germany. GZS 
(Gescllscbaft fur Zahlungs Sys- 
tems. the inter-hank organisa- 
tion which dominates the Ger- 
man credit card market, was 
launching its own Silvercard. a 
company card with tbe Euro- 
card branding, aimed at medi- 
um-sized businesses. 

MasterCard, the interna- 
tional brand of which Eurocard 
is the regional affiliate, has 
had its cards in the market for 
five years. There are about 
597,400 MasterCard Busines- 
sCard cards in the US and 
533,726 in the rest of the world. 

“They are for the entrepre- 
neur and for the small busi- 
ness as well as for large corpo- 
rations," says Mr Pete Hart, 
president of MasterCard Inter- 
national “They offer a lot of 
advantages. They can be used 
for cash flow management and 
for lending. And we believe 
that because we have a much 
larger merchant network than 
American Express that busi- 
ness can use our card for pro- 
curement-type functions from 
suppliers, for example pur- 
chases of hardware or paper.” 

MasterCard claims a world 
wide network of 8m, compared 
to around 3m for Amex. 

Why are card issuers and 
banks interested in the busi- 
ness traveller market, which 
not long ago was mainly the 
preserve of American Express 
and Diners Club? 

The global travel and enter- 
tainment business is estimated 


to be worth around $320bn by 
Visa, of which around $120bn 
is generated in Europe. Ameri- 
can Express has a slightly 
larger estimate of the poten- 
tial It says the European cor- 
porate card and travel market 
was around $200bn in 1989, 
while globally the total size of 
the market is perhaps S600bn. 

The worldwide business 
traveller population is thought 
to be around 34m, with about 
6.4m in Europe. 

It is an untapped and grow- 
ing market Surprisingly, less 
than a quarter of business 
travellers hold personal pay- 
ment cards and only one in ten 
holds a company card. Visa 
reckons that cash, cheques and 
old-fashioned direct billing still , 
account for more than half of 
all business travel payments. 

These facts lay behind Visa's 
decision earlier this year to 
launch a business card in its 
European and Middle Eastern 
region. The card comes with 
two sets of enhancement. One 
set includes services such as 
help with medical and legal 
referrals, travel and baggage 
delay insurance, document 
replacement, guaranteed hotel 
reservations and emergency 
messages services. 

The other is a business card 
reporting system that will tell 
the home office just how com- 
pany money Js being spent, 
helping identify overdue 


Amex’s ability to 
supply offices in 
large cities is an 
advantage 


accounts, excessive spending 
and information about mer- 
chants which might be useful 
in negotiating a discount. 
There are also historical 
records of transaction activity 
which should show up what 
Visa politely describes as 
unusual spending patterns by 
individuals or departments. 

The total cost of this report- 
ing system is around S2.000 
and it can be operated on most 
IBM mainframes in the OS/ 
MVS and DOS operating envi- 
ronments, placing it within the 
range of most medium-sized 
businesses. 

American Express believes 
that it can retain market lead- 
ership by changing corporate 
attitudes - and emphasising 
quality service. The corporate 
sector Is the Easting growing 
area of its UK card business. 

“We have been putting a lot 


Timor HianptMoa 

as a park are over 

of effort into promoting not 
just our cards, but the need for 
British management to start 
looking seriously at the whole 
question of controlling the 
huge corporate spend on travel 
and entertainment services.” 
says Mr John Petersen, Gen- 
eral Manager of Amex Travel 
Management Services. 

“Our expenses study showed 
that cashflow control in this 


area is tightening up. with 
fewer companies relying on 
cash advances and almost 80 
per cent of firms using credit 
and charge cards to some 
degree", Mr Petersen says. 

Amex is particularly con- 
scious of the long-term poten- 
tial of new markets in eastern 
Europe. It is working closely 
with major clients encouraging 
them to discuss plans for 
Europe, so that it can develop 
resources (for example, offices 
in large cities and travel 
guides) tailored to their needs. 

Amex’s ability to supply 
offices in large cities remains a 
considerable advantage com- 
pared to bank-based company 
cards. Thomas Cook, its main 
rival in the travel bureau fiekl 
still reties mainly on travellers' 
cheques rather than cards. 

Meanwhile, there isone com- 
mon problem: company travel 
and payment arrangements are 
usually not handled by the 
movers and shakers in a partic- 
ular corporation. Persuading 
businesses that a new genera- 
tion of cost-efficient travel and 
entertainment payment cards 
has arrived may prove a hard 
slog. 


David Barchard 


We re Flying 
A Whole New 
Class Of People. 



Doing Business is a pleasure 
when you fly our newest class 
Business Class. 

Enjoy your non-stop flight from 
London Heathrow to Warsaw, 
Cracow & Gdansk. 

Why not take advantage of 
the personalised service our 
business class offers 
For information Contact:- 

POLISH AIRLINES 

313 Regent Street. 
London W1R 7PE 
Tel: 071-580 5037 
Fax: 07 1-323 0774 

Or Your Nearest Travel Agent 
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IT MAY be the uncontested 
- commercial and flnawMni 
tel of Asia, but to the veteran 
business traveller, Tokyo can 
often - seem curiously 
small-time. ■* 

The international airport is a 
single-runway outpost at least 
90 minutes from downtown. 
Most people would not con- 
sider sitting down for a restau- 
rant meal past 9pm, since 

f trains do not run much beyond 
midnight Few hotels offer 24- 
hour room service, and, until 

last year, the convention cen- 
tre facilities were poor. 

Yet In many ways. Tokyo 
has emerged as world-class, 
with 14 deluxe hotels, includ- 
ing the venerable Imperial and 
the Okura, and 45 first-class 
facilities, ranging from the 
health-faddish Hilltop to the 

Holiday Ttiti 

In a cramped city with the 
highest real estate values in 
the world, roam space tends to 
be less generous than in most 
other capitals. Prices range 
from $200 upwards for a si ng le 
room at the higher end, to 
. under $50 for a smaller busi- 
ness hotel. But service is 
unparalleled, if somewhat 
mechanical and officious. 
Elaborate business centres 
t and . “executive floors" are 
% sprouting up throughout the 
- major hotels, offering every- 
thing from conference rooms 
and computer work stations to 
. paper shredders. 

There are an estimated 
52^00 eating places in Metro- 
politan Tokyo, nearly twice as 
many as in New York. Aside 
from the Japanese establish- 
ments,, they range from the 
- first La Tour D ’Argent to be 
opened outside Paris (in the 
Hotel New Otani) to Swedish 
smorgasbord (the Stockholm 
restaurant in Roppongi) to Kor- 
■ earn Chinese and others. 

The Ginza district's big 
: department stores, complete 
-.. with their Old Masters art 
exhibits and cinemas, make 
those in NewYork and London 
_• seem positively uninspiring. 

- - Japan’s first -multipurpose 
convention centre, the 
. 54JJ00m 2 Makuhari Messe, was 
jjopened in October XB89 In 
.. LChlba city, just east of Tokyo, 

^Only in December 
and January is if 
easy to get a 
... booking for a room 
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Shopping in Tokyo’s Ginza district 


with their Old Masters art which helps overcome the lan- 
exhibits and cinemas, make guage barrier, 
those in New York and London Except for veterans, most 
seem positively uninspiring. business travellers eschew the 
Japan’s first -multipurpose underground, which Is too tad. 
convention centre, the Though crowded, it is inexpen- 
,54,000m* Makuhari Messe, was sive, reliable and relatively 
lopened In October 1989 in simple to negotiate. Most of the 
Chiba city, just east of Tokyo, best hotels lie within or near 

\. — - the Yamanote line, which rings 

central Tokyo. 

£)nlv In December The east Bide of the Imperial 
: Tl"2 r"7. Palace, in the Marunouchi-Ote- 

• ana January IS 11 machl business centre, is still 

easv to aet a ■..* the definition of prestige in 
. ” Japan - no small consMer- 

DooKingrtpr a room ation in a city where status is 

defined by everything from 
what your business -card says 
to help accommodate the to what you wear an your feet 
recOTd nmnber of conferences The 400-room Palace Hotel, 
being staged In the city. with the best views in town, is 

; Unfortunately, most travel- here. . 
leirs wifi- have to, enter the Farther south, just east of 
Country through' the New HJWya Park, is the Imperial 
International Airport afcNarita. Hotel, go exclusive an address . 
h®an r e^^ TiwP- - ' that it politely turned away 

. For- most, ylsitorav tarns are. pop stars Madonna and Mlch- 
out of the question — file fere ael Jackson to spare its guests 
. frbni^Narita to downtown can all the shrieking groupies, 
sa asfly top $200. The best bets Akasaka, south-west of the 
are the airport . “limousines” Palace, is the top^lass enter- 
tbuses, .in f^) that run until tainment area in a city where 
21.80 pm to the centrally entertainment is more closely 
I located Tokyo City Air Term!- : connected to business than in 
1 na£ or the less-frequent buses most other places. The New 
>jr . that stop at some- of the major Otani and Capitol Tokyu, 
howntown hotels. With either among other hotels, are situ- 
of these options, of course, ated here. 


BUSINESS CITIES: Tokyo 

Unparalleled 
service, but 
space is tight 

h helps overcome the lan- . hotels. For the less prestige- 
ie barrier. conscious, there are ryokans, 

:cept for veterans, most or Japanese inns, and, for bud- 
less travellers eschew the get travellers, the many small 
rground, which Is too tad. business hotels In the Tokyo 
igh crowded, it is inexpen- Station area. 

, reliable and relatively Tipping is not expected, but 
ie to negotiate. Most of the service charges and tax are 
hotels lie within or near added to the MIL 

ramanote line, which rings 

ral Tokyo. 

ie east side of the Imperial . Nldhtlife Is 
*Vin the Marunoucbi-Ote- „ 

li business centre, is still 3DUflC13nt, Oven If 

definition of prestige in \\ e „ds earlier than 
n — no small consider- . _ ... 

i in a city where status is In Other Cities 


Tokyo traffic can; derail your 
sche du le. - 

Taxis, with thetr automatic 
opening doors, are plentiful 
:hnd the white-gloved drivers 
axe generally knowledgeable. 


The slightly out-of-the-way 
but bustling West Shinjuku 
district, -site of the world’s 
busiest and most bewildering 
railway station, is also home to 
a concentration of first-rate 
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Choosing The Best Airport 
ToFlyFrom 
Is Always A Close Thing 



Leas than 45 manta up the 
Ml tom Cartral London, 
htontsstotogictey situated 
U otto tte most oanwniBnt' 
sirportsround. 
Cnanpteinefltaeawcfl 
a s tab fs htd range ofhofcriay - 
.■"•a* oprbstpnabg 
prapsmiiie of scbedUod 
flgbtsto domestic and 
'tatemaSoeri centos 
. hwa w ifiim a n and bofcta ymafcc r 
afmtebfc choice of . 

-a -e *- 

oenwooiis. 


Luton Airport operates 
setadded fights to and tom 
ten delations ta tretand, 
lor example, and Increased 
frequency to Amsterdam 
opens up easyfcjtariHng 


LUTON 

international 

AIRPORT 





L Marks House 

Air Conditioned Office Building 
lid to British Rail Main Line Station 
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Immediate Occupation 
Substantial Private Car Parking 

Jones Lang 
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A recent survey by the 
Japan Hotel Association shows 
that only te December and Jan- 
uary Js it easy to get a booking 
in one of Tokyo's 20,000 rooms. 
March-May and September-No- 
vember are the tightest peri- 
ods, with occupancy rates at 
nearly 90 per cent 

Since Tokyo now has three 
times as many incoming trav- 
ellers as it did in 1970, and pro- 
hibitive real estate prices have 
stymied new construction, that 
situation is not expected to 
ease much. 

Many of Tokyo’s test hotels 
are actually reducing their 
number of rooms. As the 
accommodation business 
becomes more competitive, 
hotels face constant pressure 
to upgrade facilities. 

Where five years ago, health 
dubs and pools became stan- 
dard features, nowadays bigger 
rooms, more executive suites, 
and business centres are 
becoming de rigueur. The 
Okura, near the US Embassy, 
recently opened two suites, 
each consisting of a bedroom 
and a small conference room 
complete with audio visual 
equipment and several tele- 
phones. The hotel already h ad 
25 regular conference and ban- 
quet rooms. 

On October l, the 100-year- 
old Imperial inaugurated an 
Executive Services Centre. 
Among other things, it is 
equipped with a complimen- 
tary lounge for guests and 
their parties and is furnished 
with a wide-screen television, 
word processors, personal com- 
puters and typewriters, fax 
machines and copiers. 

Secretarial, translation and 
interpreter services can be 
arranged here, as in most big 
hotels. 

The New Otani once billed 
itself as the largest hotel in 
Japan. It still is, but now pre- 
fers to emphasise amenities. To 
make way for its own “execu- 
tive floors", from the 12th to 
the 15th stories of the main 
building, the hotel has cut the 
number of rooms from over 
2,000 to 1,724. It will have 1,800 
next year. 

Most of the business centres 
dose at around 9pm on week- 
days. But the Okura, the Impe- 
rial and the New Otani, mil 
soon begin to offer 24-hour 
room service. 

Since entertainment is such 
an essential element of busi- 
ness affairs, Tokyo nightlife is 
abundant, even if it ends ear- 
lier than in other cities. 

Akasaka and the older Ginza 
district are at the pricier end, 
and the more spirited Rop- 
pongi to the south is Tokyo’s 
only truly late-night entertain- 
ment area, complete with small 
ethnic restaurants, jazz bars, 
discos and the ubiquitous 
karaoke singing tars. 

Other areas worth looking 
into are Shinjuku, with its 
noisy and kinetic Kabulricho 
red-light district, the Dogen- 
zaka area of Shibuya and Hara* 
juku, which is mainly a young 
people's haunt. 

Mark McQuillan 
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Operators are not- optimistic about prospects for 1991, writes Tim Burt 

Air taxis fight to find their slot 


FEARS OF a recession are 
threatening demand for private 
charter Sights, the most flexi- 
ble form of business travel, 
according to some of Britain’s 
leading air taxi operators. 

Air taxi services, which 

bridge, the gap for flnwipanlea 
which require their own corpo- 
rate flights but which cannot 
afford their own aircraft, have 
stagnated as many businesses 
cut costs. 

Britain's air taxi operators 
are not optimistic about pros- 
pects for next year. 

Gama Aviation, based at Fai- 
roaks Airport in Surrey, says 
expansion In the Industry tina 
come to a haft. “This year we 


Plans for a heliport 
In the City of 
London face strong 
opposition 


are suffering from the squeeze 
on the economy. Business is 
not buoyant", says managing 
director, Mr Marwan Khalek. 

“There will be a contraction 
in the industry if the recession 
develops because charter 
flights are one of the first 
things companies go without" 

Gama is one of a growing 
number of operators which use 
executive aircraft to fly bast 
ness travellers anywhere in 
Europe. About 2,000 continen- 
tal airfields are open to taxi 
flights. Scheduled airlines, by 
comparison, can only use 
around 200 airports. 

Mr KTtalfllr says air taxis are 
successful because they can 
offer customers the equivalent 
of a door-to-door service, 
whereas scheduled airlines are 
often hampered by delays and 
congestion. 

Air charters are popular 
because they offer business- 
men the maximum time to do 
what they do best - business. 
An air taxi will take off when 
the passengers want to leave, 
land at the airfield nearest 
thpfr destination, and make the 
return journey when the meet- 
ing is over. 

Domestic and European 
flights represent the bulk of air 
taxtbushiess, because on long- 
haul routes the time saved and 
extra comfort provided is small 
. compared to the first class ser- 
vices of international airlinea- 

On short-haul routes, how- 
ever, air-taxis win save money- 
The average cost of chartering 1 
a 10-seatar turboprop aircraft 
between Paris and London is 
£14300. The saving gained by 
flying 10 executives business 
daws tO Paris 18 Tyiiniwial and 
you lose the convenience of 
dictating departure times. 

Air taxi operators also offer 
helicopter services which can 
fly businessmen direct to the 
company or stte they are visit- 
ing But according to Sir Gor- 


The industry 
opposes moves to 
equalise landing 
charges 


don Booth, a director of the 
Hanson Gronp, London is 
handicapped by the lack of a 
heliport in the City for air 
taxis and private operators. 

Sir Gordon is also a director 
of City of London Heliport 
(CLH), the business group 
which wants to build a helicop- 
ter landing pad on an elevated 
deck on the River Thames 
close to Camion Street railway 
station. 

He says a new heliport Is “an 
essential business tool" in the 
City’s struggle to compete with 
other centres which 

already have such facilities. 
But the plan is feeing strong 
opposition at a public inquiry. 

The heliport's backers envis- 
age a landing site which would 
allow businessmen to be in the 
air within minutes of leaving 
their offices. London-based 
executives would be able to 
visit a number of rites in a 
single day before returning to 
their desks in the evening. 

Paris already has two heli- 
ports for business travellers, 
and Sir Gordon fears London 
wifi be left behind if the CLH 
proposals are not approved. 

The heliport, , its supporters 
say, would also offer a rapid 
service to airport hubs such as 
Heathrow and Gatwick, where 
businessmen would connect 
with fixed-wing air taxi ser- 
vices or scheduled airline 

fK ghta. 

The air taxi operators, how- 
ever, fear that their ability to 
use London’s largest airport is 
at risk. 

Gama Aviation operates 50 
per cent of its services out of 1 
Heathrow bnt its managing 
director says it is being 
squeezed out by international 
airlines. 

Most of the company’s 
flights from Heathrow do not . 
operate on the 'go-as-you- 
please' timetable available to 
charter services at other air- 
ports. Heavy demand from air- 
lines, which pay much larger 
fees to the airport, means, com- 
panies such as Gama. Aviation 
are unlikely to be granted take- 
off and landing slots between 
8am and 8pm. 


Mr Khalek says: “Ntoriy per 
cent of our business out of 
Heathrow is based on opportu- 
nity slots. On the day of depar- 
ture we request a. take-off. at a 
certain time in case an airline 
misses its departure riot”' 

Mr Ron Gadd, director of the 
Airport Operators Association 
- the trade group representing 
all UK airports - believes 
executive aircraft should be 
discouraged from using Heath- 
row. “There is a market for 
business travel but they should 
be using peripheral airports 
like Biggin Hill and Fambor- 
ough. 

"We would like to see mar- 
ket forces move the charter 
companies. If they paid the 
right price for a slot, they 
could have it" 

Landing charges and airport 
fees are based on aircraft 
weight, passenger numbers, 
security costs and navigation 
services. A fully-laden jumbo 
jet is a much more lucrative 
proposition for an airport than 
a small business jet. 

The air taxi companies are 
opposed to any moves which 
would equalise airport landing 
charges for a irc raft of different 
types. 

The companies say their 
business is also being threat- 
eoed by illegal charter flights 
operated by so-called ‘cowboy* 
pilots. The General Aviation. 
Manufacturers’ and Traders' 
Association (Gamata), which, 
represents Britain’s air taxi 
conmanles. says an increasing 
number of businessmen are 
being offered flights with unli- 
censed operators. 

Gamata and the Civil Avfe- 


Alr taxi services 
have stagnated as 
businesses cut 
costs 


tian Authority recently urged 
businessmen to check for an 
Air Operator’s Certificate 
before chartering an aircraft. 
Insurance is invalidated if the 
pilot or air charter company 
does not cany an AOC. 

• A list of licensed carriers 
operating air tairfa is available 
from the Air Transport Opera- 
tors’ Association: ATAO, Clem- 
bro House, Weydown Road, 
Haslemere, Surrey GU27 2QE. 
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Much of London b aa ed Aeromaga Helicopters* work la executive transport 


THE PENIN SULA - GR OUP 








The one glowing sphere devoted exclusively to anticipating tout needs all over the world 


The Peninsula. Hong Kong • The Kowloon Had, Hong KOng • The Manila Peninsula • The Palace Hotel. Beijkig 
Hie Peninsula Bangtok (Opening 1993) ■ The Peiinsula Mew Mxk • The Peninsula Beverly Hills lOpento* mid I99J> 
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( BUSINESS TRAVEL jo) 



The last word in luxury: some companies 
have held business seminars aboard the 
Queen Elizabeth 2 (seen above with the 
Royal Yacht Britannia), while others have 
used the Cunard luxury liner to organise 
floating sales promotions for new launches 
or reward their corporate higb-flyers with 
all expenses paid cruises. 

Although the 67.000 ton, 1.700 berth QE2 
haa occasionally been chattered for confer- 


ence and incentive organisers, most busi- 
ness groups tend to be between 50-100 peo- 
ple, staying on board for between two and 
five days. 

The QE2 has direct dial satellite tele- 
phones, viewdata world and business news 
in g?nh ca bin, radio fax, telex and a com- 
puter centre for passenger use. 

For r elaxatio n, passengers can make use 
of the ship's four restaurants, 11 bars, four 


swimming pools, two gyms and 500-seat 
theatre. 

Chrysler hired the QE2 for a 10-day truip 
to mark the US bicentennial; more 
recently, a group of young professionals 
cruised to Lisbon and the Atlantic islands 
while being lectured by business lumi- 
naries. 

Photograph by Glyn Genin 


David Churchill reflects on a 



tnnqh year for car rental 


to service 


IT HAS been a tough year for 
car rental companies. High 
interest rates, a weak used car 
market and cost pressures on 
companies have forced several 
small to medium sized rental 
companies out of business. 
Moreover, in spite of the 
Intensely competitive market 
that such a scenario pro- 
duces, the majors have been 
forced to push prices up by 
between 20 and 30 per cent 
over the past year. 

The past 12 months have 
been difficult for the whole car 
rental industry," confirms Mr 
Aidan O'Kelly, general man- 
ager of Hertz UK. 

Mr Keith Dyer, managing 
director of Avis in the UK, 
agrees. He points out that high 
interest rates have hit the 
industry in two ways. 

“ initiall y, the impact on con- 
sumer disposable income 
affected demand and subse- 
quently the value of the used 
car market, with the resultant 
decline in profitability. 

"While volume for rental 
was unaffected at the outset of 
high interest rates, their pro- 
longed effect has created a soft- 
ening in the private leisure sec- 
tor during 1990 and more 
latterly a slowing of growth in 
the corporate sector." 

Whether the going will get 
even tougher for car rental 


operators over the next year 
depends largely on how far 
they can persuade companies 
that rental is necessary for the 
executive traveller. Mr Andrew 
Jebson, marketing director for 
Budget, believes that some 
companies may find rental a 
cheaper alternative to provid- 
ing company cars, but points 
out that “reaching the business 
traveller is all about providing 
the right level of service where 
the executive wants to be.” 

Mr Dver from Avis adds that 
car rental operators will have 
to focus their activities to meet 
new market conditions. "Our 
focus will be on better quality 

service for the customer, from 
escorting clients to their cars 
to explaining the controls and 
providing directions For their 
onward journey”, he says. 

Europcar is also pursuing 
higher service levels. It has 
launched a campaign to end 
confusing price structures, 
complicated booking systems, 
and public perception of incon- 
sistent service. Mr Tim Eaves, 
Euro pear's UK sales and mar- 
keting director, points out that 
estimates suggest that the 
industry is losing millions of 
pounds through incorrect bil- 
lings. Too many transactions, 
it seems, either end up in apol- 
ogies from the operator con- 
cerned or, at the very least. 


Chuffed 

chuffed. 
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Give yourself a pat on the back if you’ve booked your car in advance with Hertz. 

INTERCITY “■ 



costly and time consuming 
paperwork for booking staff. 

“We need to get around 
these serious pitfalls by provid- 
ing a product that is easy to 
understand with a price and 
service that as an industry we 
can all guarantee . he 
explains."We need to empha- 
sise that car rental represents 
very good value for money: 
the cost of hiring a dinner 
jacket for example, you cango 
out and drive away £10,000 

worth of motor car.” 

Car rental, however, often 
lacks the glamour associated 
with airlines and hotels ana 
the fleet operators are well 
aware that business travellers 
can be fairly fickle about 
which renter they choose. 

Car rental lacks 
the glamour of 
airlines and hotels 

Recent research into business 
renters, moreover, suggests 
that three-quarters of travel- 
ling executives make their own 
rental arrangements. Only one 
in every 20 business rentals 
was booked by a specialist 
company travel manager. 

Not every travelling execu- 
tive. of course, has the com- 
plete freedom to choose which 
rental agency to use - that 
often depends on deals already 
negotiated at corporate level. 
But it is perhaps a sign of the 
importance theft business trav- 
ellers attach to convenience 
that they are willing to buck 
the system if it means getting 
a rental car more easily. 

The problem with car rental, 
however, is that attempts to 
improve service levels - how- 
ever laudatory at head office 
level - often fail to filter down 
to the grass roots. 

A recent survey by Execu- 
tive Travel magazine tested the 
service offered by eight opera- 
tors at Heathrow's Terminal 2. 
“The variation, both in prices 
quoted and the levels of service 
provided was enormous, our 
survey riiows,” the m agaz in e 
says. "Not only was there a 
wide diversity of tariffs from 
company to company, but also 
a bewildering array within 
individual concerns.” 

The test team, seeking to 


hire a Ford Sierra. or similar 
okhip C car, were offered 
quotes ranging from ig5.pi 
imm the Thrifty rental off air- 
port. to £100.45 with Avis on 
airport. ''Hertz (on airport) 
appears to have so many rates 
for different categories of cus- 
tomer, that even the reserva- 
tions staff had difficulty m cop- 
ing.” the magazine adds. 

But the Executive travel 
researchers found little to 
choose between the companies 
in the service they offered: In 
most cases it lacked polish and 
there were delays either in 
reaching the depot or queuing 
for attention." 

While such tests obviously 
have Haws, they do illustrate 
that travellers still find most 
often car rental a bit of jungle, 
especially at Heathrow - the 
UK’s biggest car rental loca- 
tion, handling some 15m cus- 
tomers a year. 

The problem may get even 
more confusing when the BAA 
(formerly the British Airports 
Authority, which runs Heath- 
row) allows eight car rental, 
companies to operate within _ 
the terminals, compared with 
four at present . 

If Heathrow is confusing to 
the business traveller, hiring a 
car in eastern Europe has been 
a nightmare for many in the 
past. Yet the opening up of 
business ties with eastern 
Europe has been quickly fol- 
lowed by car rental companies. 
Avis, for example, recently 
signed exclusive licence agree- 
ments with rental agencies in 
Hungary, Czechoslovakia, and 
Bulgaria. , . 

Avis says that although it 
has had co-operative agree- 
ments with eastern Europe 
rental agencies since 1975, 
these deals did not allow it any 
control over the way the agen- 
cies operated. The new agree- 
ments mean that licensees 
have to confirm to Avis operat- 
ing standards. 

The move by Avis and others 
into eastern Europe reflects 
the greater ‘Europeanisation’ 
of the car rental business: busi- 
ness rentals are estimated to 
account for two-thirds of the 
total European car and van 
rental market, worth about 
£2.4bn a year. Small wonder, 
then, that the major players 
remain so fiercely competitive 
for a share of this market. 



Nice. 
And Eas 
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SAA aim to provide the highest 
standards of in-flight service and 
comfort. Its Nice... 

And Easy. SAA offer more flights 
to more destinations throughout 
Southern Africa. 

Together, comforting thoughts. 


SOUTH AFRICAN AIRWAYS 

Yet Again Voted Best Airline to Africa 

Bit lull deuili lev your Trawl .Ifirni or ct.nl a Cl SAA iu: 

251 -£59 Regent Street. London W|R TAD. Tel: 0 / 1-734 IS 4 1 
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